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INTRODUCTION 
BY WALTER LIPPMANN 


THis book attempts to present an objective record of Amer- 
ican foreign relations during the year 1933. In it the reader 
will find set forth with relevant detail the events of this 
momentous year as they bear upon the position of the United 
States as a world power and as a part of the world economy. 
Here in this introduction I shall, with the consent of the 
authors, attempt an interpretation of these events, something 
in the nature of a panoramic view. They have, we might 
say, described as exactly as possible the particular street 
which the United States has been crossing in 1933; in this 
preliminary essay we shall go up to the top of a tall building 
and take a general look around to see where that street lies 
in the plan of the city. Both methods have their obvious 
limitations. The tendency, as the authors well know, of the 
microscopic view is to make one see more and more of less 
and less; the tendency of the panoramic view, as I well 
know, is to see less and less of more and more. 

The reader will make his own discount. In the book itself 
he will find the data for use in arriving at his own opinions. 
In this introduction he will find opinions offered for what 
they may be worth. In justice to the book and its authors 
let it be said moreover that the introductory opinions were 
written after the book was virtually completed and that they 
have played no part in the selection of the facts to be 
presented. 


[ vii } 








A just perspective on American foreign relations in 1933 
must, I believe, have as its frame of reference a generalized 
view of American foreign relations in the whole post-war 
period. We go back then to the Armistice for the purpose 
of recalling the principles of President Wilson’s foreign 
policy. They can perhaps be stated in a series of propositions. 


First, the foundations of political security in the world were to be 
laid by placing most of the people of the world under sovereignties 
of their own choosing. It was held that in so far as this could be 


done, instability arising from the discontent of subject peoples 
would disappear. 


Second, the security of the self-determined nations was to be 
guaranteed against conquerors by the combined force of all the 
nations. Thus the principle of nationality was to be used to cure 
the instability due to discontent, and the organization of the League 
of Nations was to cure the instability due to fear of aggression. 

Third, since it had to be recognized that the intermingling of 
peoples made an exact application of the principle of nationality 
impracticable, it was necessary to reduce the importance of political 
boundaries. The Wilson principles, therefore, required that the 
nations should move toward free trade. 


The Wilson principles, though nominally adopted in the 
Armistice agreement by victors and vanquished, were in fact 
embodied in the peace treaty by dictation of the victors. In 
their translation from the realm of ideas to the realm of 
reality, they were mutilated and then entangled with con- 
tradictory provisions. Thus the principle of nationality, which 
omniscience itself could have applied only by compromising 
many claims, was put into effect by resolving all doubts in 
favor of the victors. This left the vanquished with a perma- 
nent sense of grievance. Their grievance was aggravated by 
the studied humiliation of forcing them to sign a confession 
of guilt, and this confession was then used as the legal pre- 
text for imposing upon them obligations to pay reparations 
in fantastic amounts over an interminable period. It was 
seen at once that such a dictated peace could be maintained 
only by continuing to dictate its observance. Thus the victors 
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imposed humiliation, injustice, and exorbitant exactions upon 
the prostrate foe, and upon themselves they imposed the 
unending task of standing guard to prevent his certain 
rebellion. 

When this settlement was brought back to the United 
States for ratification, the American people intuitively under- 
stood that this was no peace but that they were being asked 
to guarantee it. At this prospect the ingrained objection of 
the American nation to entanglement with European affairs 
reasserted itself, all the more vehemently because the nation 
had overcome it so reluctantly and with so much misgiving 
when it was forced to intervene in the World War. The 
Wilson democracy was overwhelmingly defeated in the elec- 
tions of 1920. The Republican party, which, except for its 
Western insurgent faction, had been the war party from 
1915 to 1918, capitalized the popular revulsion and became, 
in 1920, the party favoring total withdrawal from the Euro- 
pean scene. 

The American withdrawal from European affairs took 
place after the peace treaties had been signed. The American 
intervention in the war had given the Allies the victory 
which enabled them to dictate the treaties. The American 
participation in the Peace Conference had given them the 
moral courage to impose the terms of peace. The promises 
of President Wilson had implied to the Allies that the 
United States would help to maintain the treaties and to the 
Central Powers that it would exercise influence in favor of 
their orderly revision. There was, instead, an abrupt rejec- 
tion of all obligations to enforce and to modify the treaties. 
But this decision came too late to permit a reconsideration of 
the settlement: the victors and the beneficiaries had already 
established vested interests which they could not easily sur- 
render. Thus the burden of enforcement, which in the orig- 
inal plan had been shared by all the members of the League 
and had been lightened by the prospect of gradual but 
certain revision, was thrown upon France and her Allies. 
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The guarantors of the treaty were just strong enough to 
enforce the treaties until Germany recuperated; they were 
not sufficiently sure of their strength to be magnanimous in 
revising the treaty. Europe, therefore, was doomed to a 
period in which the one certainty was that it would be 
unstable: a dictated settlement had to be enforced against 
the inevitable resistance of the defeated nations. 


There were also economic consequences of the war, the 
chief one being that the United States had become a creditor 
both on public and private account. In the ten years from 
March, 1921, when President Harding was inaugurated, to 
June, 1931, when President Hoover proposed the moratorium 
on intergovernmental debts, the United States, as a creditor 
power, pursued the following policies: 


First, it erected tariffs designed to exclude competitive products. 
Second, it expanded aggressively, with government encourage- 

ment, the export of industrial goods made by mass production. 
Third, it demanded substantial repayment of the war loans. 
Fourth, it made new foreign loans in large volume. 


The effect of the tariffs, of the expansion of exports, and 
of the insistence upon the debts was to imperil the working 
of the system of international payments as between the 
United States and its foreign debtors and customers. The 
balance was temporarily maintained in part by the shipment 
of gold to the United States, but chiefly by huge new foreign 
loans. Thus the structure of the post-war economy came to 
depend finally upon the continuation of foreign loans. These 
loans were made to a world which for the reasons already 
given was basically insecure. In some measure the loans miti- 
gated the insecurity by financing the payment of reparations 
and also a certain material improvement in the condition of 
Central Europe. Much, therefore, depended upon them: per- 
haps it could almost be said that they made the settlement 
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tolerable in Europe and the commercial policy of the United 
States workable. If they ceased, the fat was in the fire. For 
these loans had masked the incidence of the reparation sys- 
tem in Europe and of the tariff-debt-and-export policy of 
the United States. With these loans Germany had paid the 
Allies and thus had been able to make some economic 
recovery; with these loans the Allies had paid their debts 
to the United States, and all the world had been assisted to 
pay for the excess of American exports. With these loans, 
therefore, American industry had controlled the American 
market plus an increasing share of the world markets. The 
ensuing prosperity was capitalized by the great boom and 
financed by expanding credit upon the swollen gold reserves 
drawn from all the world because of the disequilibrium in 
the balance of payments. 

The beginning of the end of this era came in 1928 when 
American investors turned from foreign bonds to American 
stocks, since that was where the greatest gains were to be 
made. The rise in stocks brought European funds into the 
American market. The cessation of lending drew gold to 
balance the accounts. The combined effect was to force a 
contraction of credit in the outer world which undermined 
gold prices. A year later international prices fell so rapidly 
that they impaired the position of the debtors. This in turn 
forced a further contraction of credit and set prices and 
credits spinning in a vicious spiral of deflation. The depres- 
sion which had begun in the far corners of the world in 
1928 reached the United States and Europe in 1929-30. 

Until the spring of 1931 the American government de- 
clined to recognize that the post-war economy had in any 
important sense been disturbed. The depression was looked 
upon as an ordinary phase in the business cycle and not as a 
business depression which was deeply aggravated by the 


*I do not regard this as a complete explanation of the collapse of prices 


after 1928. It is a description of the part played in this collapse by American 
policy.—W. L. 
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collapse of a more artificial structure of economic and 
financial relationships. Indeed, so little seriously was the 
position regarded that it was not even felt to be necessary 
to apply the classic remedies for an ordinary business depres- 
sion: on the advice of Washington the country was told not 
to liquidate and not to reduce costs. But in the spring of 
1931 the gravity of the underlying dislocation was at last 
made evident by the banking and credit crisis in Austria 
and Germany. 


The month of June, 1931, marks the beginning of a re- 
orientation of American policy. Under President Hoover's 
leadership there was initiated an effort to retrace the steps 
which had been taken in the preceding ten years. Without at 
any time acknowledging the change of direction, it can, I 
think, fairly be said that from June, 1931, to March, 1933, the 
Hoover Administration was endeavoring to make a strategic 
retreat. It began with a bold, if clumsy, attempt to settle 
finally the whole unsettled question of debts and reparations. 
This was in June of 1931. Three months later in the Man- 
churian affair it made a bold gesture of codperation with 
the League. There followed quickly a very much more active 
effort to promote disarmament in Europe, and in this effort 
some pressure was even exerted looking toward a revision of 
the treaties. It was generally understood that these efforts 
had as their prime object the restoration of international 
confidence with a view to a resumption of foreign lending. 

* Pertinent to this discussion is the opinion of the committee of economists 
and financiers which was appointed shortly after the Hoover moratorium to 
consider the question of Germany's short-term indebtedness. In its report of 
August 18, 1931, this committee stated that “it is necessary in the general 
interest as well as in that of Germany (1) that the existing volume of 
Germany's foreign credits should be maintained, and (2) that part at all 
events of the capital which has been withdrawn should be replaced from 
foreign sources.” The committee also recommended that “any additional 
credits provided should be in the form of a long-term loan and that such 


parts of the existing short-term debt as may suitably be treated in this way 
should be converted into long-term obligations.” 
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For it had come to be believed that only by foreign lending 
could the international accounts be balanced if the tariff and 
export policies were to be maintained along with the creditor 
position of the United States. 

Beginning with the summer of 1931 the actions of the 
Republican Administration disclose an increasing under- 
standing that the policies of the previous ten years were a 
composite of destructive contradictions: a creditor position, 
exclusive tariffs, aggressive exports, debt collecting, huge 
foreign lending, and political instability among the bor- 
rowers. The question was how much of this old system 
could be maintained, how much had to be scrapped. Or 
looking at it the other way, what was the minimum that 
had to be scrapped in order to maintain the rest? 

Bit by bit pieces of the old cargo were thrown overboard 
in the hope that this would lighten the ship and float it off 
the rocks. Mr. Hoover began by purchasing a year’s suspen- 
sion of reparations with a year’s suspension of war debts. 
This proved to be quite insufficient, for the obligations were 
merely postponed, and they therefore remained intrinsically 
as influential as ever, once it was realized that the United 
States had not abated its claim. He next attempted to cure 
the political instability by promoting disarmament and by 
codperating with the League in the Manchurian affair. But 
this was ineffective because the state of armaments reflected 
the underlying territorial settlement in Europe, about which 
nothing could then be done by any means Mr. Hoover was 
prepared to use. He then made a second attempt to deal 
with the debts and reparations, and out of his conversations 
with M. Laval the movement was initiated which brought 
about some months later the virtual abolition of reparations. 
But these conversations ended also in a misunderstanding 
between the French government and the American as to 
what President Hoover had promised to do about the war 
debts, and a year later the effect of this misunderstanding 
appeared in the war debt crisis of December, 1932. 
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The essential purpose of all of Mr. Hoover's essays in 
international policy was to revive the international flow of 
capital. It was for this reason that he struck at reparations; 
they were a prior charge which impaired the credit-worthi- 
ness of Germany. It was for this reason that he would like to 
have reduced the war debts; they were a stream of payments 
moving in the wrong direction. It was for this reason that 
he busied himself with land armaments in Europe, sought 
to enhance the prestige of the League, and even ventured to 
discuss the Polish Corridor: there must be political security 
if lending was to be resumed. 

Lending had to be resumed if the pre-depression economy 
was to be restored. Without lending, the tariff could not 
stand and the export expansion could not be carried on and 
the creditor position could not be preserved. Mr. Hoover 
hoped that a political settlement in Europe and a settlement 
of political debts would end the depression without any 
radical readjustment of the American tariff, or of the export 
industries, or of private international debts, or of American 
internal debts. That hope was based on the premise that the 
international bankers and the American investor would 
promptly lend abroad enough money to balance the unbal- 
anced accounts. 

It is, of course, possible today to see these things more 
clearly than they were seen at the time. It is important to 
see them clearly if we are to understand the development of 
President Roosevelt's policies. It may be pointed out, there- 
fore, that President Hoover's international policies during 
the last eighteen months of his term of office rested on certain 
fundamental assumptions. They were: 


1. That the recovery of prosperity was the equivalent of a resto- 
ration of the economy of the Twenties. 

2. That this restoration could be effected by removing two of the 
grosser disturbances: political insecurity and large political debts. 
All the other features of the American pre-depression economy were 
to be preserved. 
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3. That the peoples who for ten years had been taught to regard 
the causes of the political insecurity as matters of vital interest 
could promptly unlearn what they had been taught. 

4. That a public which had lost heavily on its foreign invest- 
ments could promptly be induced to increase them. 


Put in general philosophical terms, it may be said that in 
1931 and 1932 the prevailing view in official and financial 
circles as well as among those who cherished the ideals of 
the Wilson internationalism rested on two propositions: 


That the post-war economy was a normal economy which was 
temporarily stalled; and that it could be made to work again by 
reversing the historical process which had brought it to a standstill. 


With the wisdom of hindsight we can now see that the 
post-war economy was artificial and inherently unstable, and 
that even if it had been theoretically possible to restore it 
by reversing the processes of history, it was in fact impossible 
to reverse those processes. 


This was gradually revealed in the period between the 
national election of November, 1932, and the adjournment 
of the World Economic Conference in July, 1933. As this 
was the formative stage of the Roosevelt policies, it may be 
useful to examine rather carefully the evolution of ideas. 

We have to begin with the Chicago convention which 
wrote the Democratic platform of 1932 and nominated Mr. 
Roosevelt. For our purposes it is sufficient to note certain 
leading aspects of that whole situation. Mr. Roosevelt’s sup- 
port came from the West and South, from the agrarian and 
debtor interests who were actuated by intense suspicion of 
foreign loans and of the bankers who had promoted them. 
Any proposal which the international banking community 
favored was suspect to Mr. Roosevelt’s partisans and in 
some degree at least to Mr. Roosevelt himself. In fact “in- 
ternationalism” had come to stand in the popular mind as 
the equivalent of what international bankers believed. That 
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Mr. Hoover’s internationalism pointed to a resumption of 
international lending served only to make internationalism 
of any kind more unpopular. 

At the same time Mr. Roosevelt himself had entered 
national politics as a disciple of the Wilson internationalism, 
and the elder statesmen of the Democratic party were still 
in 1932 loyal to the Wilson tradition. They wrote the Demo- 
cratic platform to conform to this tradition, and Mr. Roose- 
velt as the nominee sincerely and enthusiastically accepted 
it. The internationalism of the Democratic platform differed 
vitally, however, from the internationalism which President 
Hoover had improvised in his effort to restore the status quo 
ante. It recognized, in principle, that the international ac- 
counts ought to be balanced, not by a resumption of lending 
as Mr. Hoover desired, but by a reduction of the tariff. For 
the authors of the Democratic platform were by party tradi- 
tion opposed to the Republican doctrine of protection. 

And so Mr. Roosevelt went through the campaign adher- 
ing to his party's doctrines in so far as they dealt with the 
external relations of the United States. But he also developed 
new doctrines of his own, pertaining to domestic affairs, 
which looked toward a more organized and planned internal 
economy. That there was any inherent difficulty in reconcil- 
ing the two sets of doctrines was not understood, though 
in fact the platform was based on the principle of inter- 
national /aissez-faire, whereas the personal doctrine of Mr. 
Roosevelt, the New Deal, was based on a rejection of 
laissez-faire. The contradiction did not reveal itself because 
in a political campaign few things are made clear enough 
to be understood. The international program, for example, 
assumed that American producers would adjust themselves 
to international prices in international markets. That is the 
direct consequence of an international economy with sta- 
bilized exchanges. The national program, on the other hand, 
assumed that American agricultural production had to be 
readjusted by collective planning and that the disparity 
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between internal costs and prices had to be remedied. The 
ideal of planning tacitly assumes that competitive inter- 
national influences are to be stopped at the frontiers of the 
economy. 

These implications were not brought out in the campaign. 
Subsequent events revealed them. The order and the char- 
acter of those events determined the choices among the 
contradictory alternatives in the stock of ideas which Mr. 
Roosevelt had accepted when he was elected. 


The first of these events, and in many ways, it seems to 
me, the most far-reaching in its consequence, was the crisis 
over the British war debt payment in December, 1932. It 
will be recalled that the British government and its people 
believed that they were entitled to a revision of the settle- 
ment, that a review of the settlement had by implication 
been promised by President Hoover, and that pending review 
and revision they had the right to a postponement of the 
December instalment. For many reasons which it is not 
necessary to dwell upon, Mr. Hoover refused the postpone- 
ment, and Mr. Roosevelt, then the President-elect, refused to 
take a position on that matter. So the British paid the instal- 
ment by a shipment of gold. 

It is the sequel that most concerns us. While this was 
happening, negotiations had already been begun looking 
toward a World Economic Conference, and in those negoti- 
ations the most immediate desire of the American govern- 
ment was to persuade the British to return to the interna- 
tional gold standard. The depreciation of the currency of 
the sterling bloc was exerting terrific deflationary pressure 
upon American prices, and this in turn was undermining the 
whole American banking position. In the weeks following 
the debt crisis the British summarily rejected the American 
plea for currency stabilization, saying that they could not 
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consider it until they knew what they had to pay on the 
war debts. 

The significance of this Anglo-American deadlock over 
war debts and the gold standard was not fully appreciated 
at the time, nor adequately, I think, after that time. But it 
meant that Mr. Roosevelt was to enter the White House 
with the United States the chief trading nation still adhering 
to the pre-war gold value of its currency. It meant that a 
banking crisis was to occur in the United States, which was 
supposed to have sound money, while the nations off the 
gold standard stood unscathed. As the event showed, Ameri- 
cans were to leave the gold standard to which Britain and 
the sterling bloc were refusing to return. 

That the American departure from the gold standard was 
the logical result of Britain’s refusal to return to it cannot, 
of course, be proved. But that psychologically it was the 
result is, I believe, certain. It has often been pointed out that 
the worst of the banking crisis was over when President 
Roosevelt decided to leave the gold standard. That of course 
is true in the sense that most of the banks had reopened, 
that money was returning from hoards, and that there was 
no unsupportable demand for gold, and these facts support 
the allegation that the United States was not forced off gold 
and that it went off deliberately. But if the banking crisis 
was over, the depression was not, and at that time few signs 
were visible to indicate that a recovery was under way. There 
are those who have since argued that the recovery had started. 
Perhaps it had. In April of 1933 the evidences of recovery 
were much too slight to give much hope. It was here that 
the example of the sterling bloc proved to be so important. 
Men said to themselves that in the sterling bloc the deflation 
had been arrested since September, 1931. In the gold coun- 
tries, especially in the United States, the deflation had been 
increasingly severe. In Germany there had been a revolution. 
What was more, the countries off gold had made it plain 
that they regarded it as a sacrifice to return to gold. Perhaps 
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then it was better to go off gold too. And so the United 
States went off gold, actuated by the observable contrast 
between the experience of the preceding eighteen months in 
the sterling bloc on the one hand and in the gold countries 
on the other. 


The instantaneous relief which followed the deliberate 
departure from the gold standard—the rebound of prices, 
the increased velocity of circulation, the improvement of 
business—decided the issue between /aissez-faire and de- 
liberate’ management. There is no reason to think that 
President Roosevelt took office intending at once to apply 
the concept of planning and control to the whole American 
economy. His first intention was, I believe, to apply it to 
agriculture on the theory that the producers of staple crops 
for export needed collective assistance and guidance in order 
to reduce their surpluses. It was for agriculture that a specific 
plan had been worked out and publicly espoused. Mr. Roose- 
velt’s political backing had come from the farmers. It was 
as a method of farm relief that the concept of planning and 
control had been worked out in the Domestic Allotment 
Plan. And so while the President undoubtedly had a dis- 
position against /aissez-faire as a general principle, it was 
the logic of events rather than his ideals which caused him 
to move so rapidly in extending the concept of planning and 
control beyond agriculture. 

The events of his first month compelled him to take delib- 
erate action, and the success which followed gave him the 
confidence to continue taking deliberate action. He closed all 
the banks, and then promptly reopened them. He performed 
the miracle of reducing the payments to veterans, and the 
country applauded. He legalized beer, and there was rejoic- 
ing. He provided for federal relief to the unemployed. 
Finally, he took the country off the gold standard, and there 
was a quick recovery of prices and economic activity. It was 
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this series of successes that made the idea of a managed 
recovery popular. Intervention from Washington was pro- 
ducing enormous benefits, and the country was ready for 
more of the same medicine. It was in this atmosphere that 
the NRA was conceived and set up; the purpose was to 
extend to industry the benefits of that collective action which 
had produced such good results wherever it had thus far 
been tried. Under President Coolidge the country had pros- 
pered when the government did as little as possible; and so 
in the Coolidge era the prevailing theory was that the less 
the government did the more the country would prosper. In 
the first spring of President Roosevelt's term the country 
seemed to be recovering prosperity the more the government 
intervened; and so planning, intervention, and collective 
action had the backing of popular sentiment, and rugged 
individualism became an epithet of derision. 

The manner in which the Administration arrived at its 
domestic program was empirical rather than doctrinal. The 
main elements of it, a managed currency and a social con- 
trol of industry and agriculture, had been assembled like bits 
of colored glass which when gathered together rather unex- 
pectedly were a mosaic. So little were the implications of 
these policies understood while they were being adopted that 
the Administration continued to negotiate with foreign gov- 
ernments in preparation for the World Economic Conference 
on the assumptions which had prevailed before the policies 
were adopted. Thus in spite of its promise to the American 
people to change the purchasing power of the dollar, the 
Administration promised the visiting foreigners to stabilize 
the dollar. In spite of the underlying conception of AAA 
and of NRA, that competition in the domestic market must 
be limited and controlled, the Administration continued to 
advocate freer trade in the world. 

By the month of June, when the World Economic Con- 
ference convened, the national and the international policies 
of the Administration were radically incompatible. It goes 
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without saying that the national policies were bound to 
prevail. In such a conflict they always do prevail in any 
powerful nation. In the circumstances of that time the do- 
mestic policies had invincible prestige; they were identified 
with an astounding recovery from the depths of frustration 
and despair. I use the word “identified” deliberately in order 
to beg the question, which is open to debate, whether the 
domestic measures were the cause of the recovery or merely 
accompanied it. Looked at politically, it did not matter: there 
was recovery and there were certain policies, and the two 
were inseparable in the public mind. 

Not only did the domestic measures have high prestige; 
international measures had a very low prestige. For more 
than a year international codperation had seemed ever more 
difficult and ever less profitable. Secretary Stimson codp- 
erated with the League and failed to stop Japan in Man- 
churia. The Disarmament Conference at Geneva had done 
nothing except to reveal the irreconcilable conflict between 
the revisionist and the treaty powers. The National Socialist 
revolution in Germany had created an atmosphere of fear 
and distrust, and an exaltation of violence, which precluded 
any prospect of immediate agreement. The war debt nego- 
tiations had showed that popular feeling here and abroad 
was uncompromising. Great Britain had adopted protection. 
The sterling bloc was opposed to a quick stabilization on 
gold. The American interest was to effect a big rise in prices 
in order to bring them into equilibrium with domestic costs. 
The British preferred a smaller rise. The French preferred 
almost none. In short, international codperation was enor- 
mously difficult. The nations had divergent aims. They could 
codperate only by making sacrifices of their domestic policies 
and prejudices, and there was no certain promise that their 
sacrifices would pay. 


The London Conference forced the Administration to 
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realize that its domestic policy was in contradiction with its 
international policy. The test was provided at the outset by 
the demand of the gold countries that the exchange value of 
the dollar be stabilized de facto. This meant that the Ad- 
ministration must surrender its independence of action in 
monetary matters and fasten the American price level to the 
gold price level in the outer world. The gold price level 
was, however, too low to permit the restoration of the equi- 
librium in America. Unless there was certain promise of a 
sharp and quick rise in gold prices, the President had to have 
a sharp and quick rise in the dollar valuation of gold prices. 
It was soon demonstrated in London that nothing much 
could or would be done to raise gold prices. That being the 
case, the President believed that he had to turn from inter- 
national action to a domestic revaluation of the dollar. There 
was nothing further for the London Conference to do once 
the American government had decided it must have a free 
hand in monetary policy. For all the other items on the 
agenda, particularly the tariffs, had to wait until the ex- 
changes had been brought to a new equilibrium. 

The effect of the London Conference was to wash away 
the internationalism which President Hoover had attempted 
and the internationalism which President Roosevelt inher- 
ited in the Wilson tradition. There emerged the policy of a 
recovery and a social reconstruction domestically managed 
with no concessions to the internationalism of the gold stand- 
ard, or of free trade, or of political intervention in the 
troubled areas of Central Europe and Eastern Asia. The 
NRA was put into operation, much more universally and 
much more quickly than had originally been the intention. 
For a few months the Administration hesitated to exploit the 
independence in monetary policy which it had insisted upon 
at London. But in October a rise in the exchange value of the 
dollar and a fall in agricultural prices caused it to undertake 
a deliberate revaluation of the currency. To preserve the 
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freedom of the experiment under AAA and NRA it adopted 
a protectionist tariff policy. 


By the autumn of 1933 it may be said that in international 
politics the American government was for complete isolation 
from the disturbances abroad, and as regards the world econ- 
omy it was for insulation against the impact of world forces. 
It is interesting to ask ourselves how the nationalism of 
President Roosevelt differs from the nationalism of the Re- 
publicans up to the time when President Hoover, in June, 
1931, attempted a new orientation of policy. They are alike, 
I think, in that both express the deep American conviction 
that there must be no entanglement in the quarrels of Asia 
and Europe, that the political responsibilities of the United 
States lie in the Western Hemisphere. They are alike in that 
they share the platonic hope that the world will have peace 
and the firm determination not to guarantee the peace. 
They are alike in holding that the true peace between nations 
is not a matter of international organization but of a recon- 
ciliation of their interests, and that this is something to which 
the outsider can contribute nothing except good advice. Polit- 
ically, then, they are indistinguishable. 

It is in the economic sphere that they differ. Republican 
economic nationalism in the Twenties was an attempt to 
combine all the advantages of protection with all the advan- 
tages of free trade: to monopolize the home market and to 
invade foreign markets, to be a creditor and to have an active 
balance of payments. The economic nationalism of the Demo- 
crats recognizes that this is impossible; therefore, in clinging 
to protection they are attempting to reduce the export sur- 
pluses and thus to balance accounts without depending upon 
enormous foreign loans. The effort to reduce these export 
surpluses involves far-reaching experiments in social recon- 
struction which will divert to domestic uses the energies that 
can no longer find profitable outlets through exports. It is 
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here that the truly radical implications of the Roosevelt pro- 
gram are related to American foreign relations. Looked at 
externally they involve a redistribution of purchasing power 
which will absorb in domestic consumption some consider- 
able part of the product of the capital and land and labor 
hitherto devoted to providing the export surpluses. 

Yet as the year closes, it is by no means clear that the 
movement towards economic insulation represents anything 
in the nature of a settled policy. The original motive was 
defensive: the practical conception underlying the Agricul- 
tural Adjustment Act, the National Recovery Act, and the 
abandonment of the gold standard was to obtain relief from 
the “overproduction” which is characteristic of all depres- 
sions, and from the deflation necessary to adherence to the 
gold price level. Defensive measures of an essentially similar 
character had been taken in most other countries, and it 
would be rash to assume that a policy of temporary with- 
drawal from full participation in a world economy is a pet- 
manent withdrawal. The Administration did continue, in 
respect to Russia, to Latin America, and even in respect to 
Europe, to make small, tentative, but persistent efforts to 
open up channels of international trade and of international 
credit. And in its monetary policy it continued to profess the 
belief in the restoration of an international metallic stand- 
ard. Its action in ratifying the international silver agreement 
indicated a belief that the ultimate monetary reconstruction 
should be based in part on a rise of international prices and 
not wholly on a domestic revaluation of the dollar. 

At this point it becomes very difficult to interpret policy. 
For the Roosevelt nationalism in the second half of 1933 is 
a contemporary phenomenon, and in appraising it one cannot 
rely upon the wisdom of hindsight. The policies of the past 
can be described in the perspective of their consequences, the 
policies of the present are merely intentions. If we look back 
twelve months we can see, as it was impossible to see then, 
which elements of policy were pregnant and which sterile. 
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We can see too that it was the compulsion of events, of 
necessities, of disasters, and of successes, of frustration here 
and of effectiveness there, rather than ideology and doctrine, 
that dug the channel of political isolation, economic insula- 
tion, a managed recovery, and deliberate social reconstruc- 
tion. The policies which prevailed at the end of 1933 were 
determined principally by events in the first half of 1933, 
and the only thing of which we can be reasonably sure is 
that the future of those policies will be determined by future 
events. 

It is therefore impossible to deduce the future from the 
principles which happen to animate the Administration when 
these words are being written—-to say, for example, that be- 
cause NRA and AAA presuppose economic nationalism that 
the die is cast for autarchy. It may be that it is. But there is 
no way of knowing that it is. We do know, I think, that the 
retreat into nationalism was unintended, that it came about 
because at the moment of choice international action was 
unpromising and because a domestic emergency necessitated 
a domestic readjustment which could not be carried out 
unless the impact of world forces was neutralized. The 
principles under which this choice can be rationalized are 
not necessarily the governing principles of the future. For 
however much we try to manage events, there can be no such 
thing as a plan to control all the contingencies of the future. 
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lack of a prior agreement on financial policy. The Monetary 
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secondary importance. Subcommission on Permanent 
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silver-producing and silver-holding countries for the purpose 
of checking fluctuations in the price of silver. This agree- 
ment is made outside of the conference and is subject to 
ratification by the governments concerned. Net results of 
the conference are a series of resolutions dealing mainly 
with minor questions. Prime Minister MacDonald and 
Secretary Hull express hopes that the conference may re- 
convene 
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The German government revises its moratorium and reduces 
payments on external bonds. With increasing political 
tension in Europe, armament discussions become more diffi- 
cult. Chief problems are the German demand for arms 
equality and proposals for international supervision. 
Germany rejects British proposals, which are supported in 
substance by the United States and with reservations by 
France and Italy, and then leaves the Disarmament Confer- 
ence and the League. American position — by Mr. 
Davis. : ee Ve 
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signs of a new attitude toward Russia. President Roosevelt 
invites President Kalinin to send representative to Wash- 
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CHAPTER ONE 
THE INTERREGNUM 


1. The Deadlock of Authority in the Winter of 1932-33 


Tuis history begins with the interregnum between the elec- 
tions of November, 1932, and the change of Administrations 
in March, 1933. By the end of 1932 the Republican party 
had been in power for twelve years. It had survived the 
depression of 1920-21 and prospered with the more fortunate 
years that followed the first post-war deflation. Throughout 
this period its statesmen had determined the policies of the 
United States in world affairs. 

The elections of 1932 registered an immense movement 
of votes between the two national parties. Mr. Hoover had 
polled 55.2 per cent of the popular vote in 1928, the largest 
Republican percentage in fifty years except for 1904 and 
1920. In 1932 his vote fell to 39.6 per cent of the total, the 
smallest percentage polled in fifty years by a Republican 
candidate at the head of a united party. In the same election 
Mr. Roosevelt received 57.5 per cent of the popular vote, a 
proportion which no other Democratic candidate had 
equalled since the Civil War. 

The immediate effect of this great change in sentiment 
was to cripple the authority of the Republican Administra- 
tion. With a change of Administrations coming, Mr. Hoover 
could not in any case have committed the government to a 
policy continuing beyond March 4. But the severity of his 
defeat made it unusually difficult for him to exercise effective 
leadership even in routine affairs. During the winter months 
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it remained his duty to formulate a program for the country, 
but he had no mandate and no power to put it into practice. 

Mr. Roosevelt's position was equally difficult. His victory 
in the election had given him great prestige but no im- 
mediate authority or responsibility. Until January 1 he con- 
tinued to act as Governor of New York, and was therefore 
occupied with a number of problems remote from those 
which awaited him in Washington. It was necessary for him 
to go through the long routine of planning a new state 
budget; he had to draft a message to a special session of the 
Legislature and to take a hand in straightening out the tan- 
gled financial affairs of the municipal government of New 
York City. Even when these duties ended on January 1, two 
months had to elapse before he could make use of the 
authority which the electorate had given him in November. 

The deadlock in the national government was completed 
by the situation in Congress during the short session from 
December to March. Not only was the Senate Republican 
and the House Democratic: in each branch both the Repub- 
lican and the Democratic parties were rent by insurgency. 
Moreover, the Congress which convened in December would 
expire in March; it had no better mandate from the voters 
than had the President, and therefore it worked under con- 
ditions which encouraged obstructive tactics. 

Thus in Washington there was disunity; in the country 
new divisions of opinion appeared. The long decline of 
values during the depression had now reached a point where 
the conflicting interests of creditor and debtor were brought 
into painful contrast. Rural communities clamored for “par- 
ity” prices; such prices would have increased the cost of 
living in the cities. The national government was suspicious 
of finance, and finance was afraid of Washington. Within 
finance there was also disunion. The Federal Reserve Banks 
of New York and Chicago pursued for a time contradictory 
policies in the money market. When the first important legis- 
lation came before the session, the country banks and the 
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city banks clashed on a fundamental reform of the American 
banking system. 

During the four months following the election, divided 
counsels ruled not only in the national government but else- 
where throughout the country. 


2. The Economic Situation at the End of 1932 


It was an inopportune time for discord and hesitation. For 
the recovery which had begun in the midsummer of 1932 
had now lost much of its force and the trend of business was 
again towatd lower levels. 

The increase in wholesale prices which had occurred be- 
tween July and September, following the Lausanne settle- 
ment of reparations, the theoretical balancing of the Amer- 
ican budget and the adjournment of Congress, was lost by 
the end of the year; prices were 8.7 per cent lower than at 
the beginning of 1932. Industrial production during the year 
registered a net decline of 10.8 per cent; factory employ- 
ment declined 11.6 per cent; factory payrolls, 26.7 per cent; 
freight car loadings, 16 per cent, and department store sales 
23.4 per cent. Railway revenues were the smallest in eight- 
een years. The production of motor vehicles was only a little 
more than half of what it had been in 1931 and not quite a 
fourth of the output of 1929. Late in the year the steel 
industry was operating at less than 20 per cent of its capac- 
ity; not for thirty years had output been at an equally low 
level. 

The abnormal decline of prices and the slackening of trade 
and industrial activity were not the only difficulties. Hanging 
over the business world like a storm cloud was the huge 
volume of public and private debts. With the steady fall of 
prices the burden of these debts had increased. They had 
been incurred, for the most part, when prices were 50 or 60 
per cent higher than they were late in 1932, and in many 
cases they had become too heavy for the debtor to bear. 

The cotton grower who could pay interest on his mortgage 
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with the equivalent of 1,000 pounds of cotton in 1929, found 
that he needed 2,300 pounds to make the same payment 
from his crop of 1932. The farmer who could meet his 
charges in 1929. with 100 bushels of wheat, now found that 
he needed 240 bushels to make payment. In order to meet 
interest on its bonded debt, a corporation producing copper 
had to sell three-and-a-half times as much of the metal in 
1932 as it had sold in 1929. 

During the prosperous post-war years the debt structure 
had enormously expanded. According to estimates of the 
National Industrial Conference Board, the total amount 
owed in long-term obligations by individuals, corporations, 
and public agencies had increased by more than one-third 
during the period from 1922 to 1929, when the estimated 
total exceeded 154,000 million dollars. A similar study made 
by the Twentieth Century Fund concluded that the long-term 
debt was 134,000 millions at the end of 1932.1 The values 
behind this vast indebtedness, represented by lands, build- 
ings, plant equipment, and stocks of goods, had been steadily 
reduced by more than three years of severe deflation. The 
results appeared in corporate receiverships, in a huge volume 
of business failures, and in numerous foreclosures of mort- 
gages. The sources of public revenue were drying up; the 
budgets of state and local governments were unbalanced, and 
many city governments were virtually bankrupt.? 

Without the aid extended by the Reconstruction Finance 
Corporation to municipalities, railway companies, and banks, 
there would have been still more failures and receiverships. 
But even this aid meant a further increase in the total volume 
of debt. The farmers in particular demanded relief from 
existing obligations. Their total mortgage indebtedness was 
estimated at approximately 9,000 million dollars. About 60 
per cent of this was carried by the farmers of the twelve 


*The Internal Debts of the United States, edited by Evans Clark. 


* The state of Alabama, to cite a single example, had a floating debt of 
$20,000,000 in unpaid warrants. 
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North Central states, and approximately one-third of the 
total was concentrated in the three states of Iowa, Illinois, 
and Nebraska.* Most of this debt had been incurred when 
_ prices were nearly double their 1932 level. 

The gross income of American farmers had declined from 
11,950 million dollars in 1929 to 5,250 millions in 1932.4 
While farm income was thus reduced by 56 per cent, debt 
charges were unchanged. So were taxes, which had also been 
mounting during the boom years. Agricultural discontent 
was widespread, and particularly sharp in farming regions 
where mortgage indebtedness and taxation were the heaviest. 

In farming communities banks were struggling with a vast 
volume of “frozen” agricultural credits. During the summer 
of 1932 bank holidays, in which banking business was sus- 
pended for a week or more, were resorted to in a number 
of towns in the Middle West. In Nevada a state-wide twelve- 
day banking holiday was proclaimed in November, and 
through two renewals was continued for six weeks.® These 
bank holidays suggested a farmers’ holiday to Western farm 
leaders, and the National Farmers’ Holiday Association was 
organized to promote a strike in protest against low prices 
of farm products. Its purpose was to withhold products 
from the market until farmers were assured of what they 
regarded as a reasonable price. A strike was called in the 
six Middle Western states during the summer, but as only 
a few sporadic attempts were made, mainly in Iowa, to pre- 
vent the marketing of produce, the plan was abandoned. 
Later in the year groups of farmers from thirty-two states 
met in Washington and presented their grievances to 
Congress. 

More success attended the efforts of farmers in Iowa and 
Nebraska to resist the foreclosure of mortgages on farm 


* Estimates as of March are made annually by the Bureau of Agricultural 
Economics of the United States Department of Agriculture. 

“Department of Agriculture estimates. 

* New York Times, November 2, 11, 26, December 15, 1932. 
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property.® The governors of several farming states called on 
the holders of such mortgages to postpone action until state 
legislatures could deal with the situation, and the leading 
insurance companies, holding large amounts of farm mort- 
gage paper, announced that they would refrain from fore- 
closures during the crisis. 

Farmers were not the only sufferers from loss of income. 
From the peak of 1929 to the end of 1932, factory payrolls 
declined 64 per cent,’ and dividends paid to stockholders 
of American corporations declined 56 per cent.® But the 
effects of the farmers’ loss of income were accentuated by the 
burden of their fixed obligations and by their inability to 
adjust their production costs to the lower level of prices. 

As the year 1932 ended, the domestic depression was in- 
creasing ominously. 


3. International Aspects of the Depression in the Winter 
of 1932-33 


In the national election the Democratic party and its can- 
didates had made international codperation an important 
campaign issue. They charged that successive Republican 
Administrations had failed to recognize the implications of 
our creditor position, and, by encouraging new foreign loans 
and simultaneously placing additional barriers in the way of 
their repayment in goods, had fostered both the inflation of 
the post-war years and its ultimate collapse into deflation. 
“We condemn,” said the Democratic party in its national 
platform, ‘the Hawley-Smoot tariff law, the prohibitive rates 
of which have resulted in retaliatory action by more than 


* Sometimes prospective buyers were intimidated and prevented from mak- 
ing bids; at other times the farmers in the neighborhood forced the holding 
of the sale, at which the original owner was the only one permitted to bid 
and was allowed to buy his property at a merely nominal figure. In one 
instance a 400-dollar mortgage note was wiped out in this way for $1.98; in 
another case the mortgagor was allowed to regain his cattle at 25 cents per 
head. Cf. New Republic, LX XIII, 265-6, January 18, 1933. 

"Index of the Bureau of Labor Statistics, United States Department of 
Labor. 

* Estimate by the Standard Statistics Company. 
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forty countries, created international economic hostilities, 
destroyed international trade, driven our factories into for- 
eign countries, robbed the American farmer of his foreign 
markets and increased his cost of production.” The platform 
called for “reciprocal tariff agreements with other nations 
and an international economic conference designed to restore 
international trade and facilitate exchange.” 

During the months immediately following the election 
there was much discussion, both in the United States and 
elsewhere, of the desirability of an international effort to 
deal with the matters which were prolonging the depression 
simultaneously in all countries. This was the theme of the 
preliminary report made in January, 1933, by the commission 
of experts appointed to draft plans for the proposed world 
conference.® In its report this commission found that the re- 
covery of international trade was hampered by the departure 
of many nations from the international gold standard. But 
return to this standard was hampered in turn by the severe 
restrictions which all nations had placed on the movement 
of goods in foreign commerce, by the failure to reach a 
satisfactory settlement of intergovernmental debts, and by 
the cessation of foreign loans on which debtor nations had 
depended before 1930 for the adjustment of their interna- 
tional balances. Each of these factors was intimately related 
to the others, both as cause and effect. 

Thus the restrictions placed on foreign trade were in part 
a defensive mechanism against depreciated currencies result- 
ing from the breakdown of the international gold standard. 
But since these same restrictions made it more difficult to 
settle foreign balances in goods, and thus increased the threat 
to gold holdings, the inevitable effect of new barriers to trade 
was to postpone return to the gold standard by nations which 
lacked an adequate reserve of metal. 

The almost complete cessation of new foreign lending was 


° Draft Annotated Agenda. Submitted by the Preparatory Commission of 
Experts. League of Nations Publication, Official No. C. 48. M. 18. 1933. II. 
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both a cause of the stagnation of international trade and an 
effect of the lost confidence resulting from the breakdown 
of trade and the consequent decline of prices. The conclu- 
sion reached by the commission of experts was that no phase 
of the economic situation was independent of the other 
phases, and that all nations would gain by dealing with the 
whole situation simultaneously. While the commission rec- 
ognized that each nation acting individually could strengthen 
its own position by clearing away local impediments to re- 
covery, it believed that some of the most important influences 
prolonging the depression could only be removed by con- 
certed international action. 

This conclusion was shared by many Americans whose 
confidence in an independent recovery by the United States 
had hitherto been very strong. Official opinion in Washing- 
ton was moving in this direction. Thus Mr. Hoover, who had 
believed in an earlier stage of the depression that the United 
States could “make a very large degree of recovery inde- 
pendently of what may happen elsewhere,’’*° had now begun 
to dwell upon experiences which seemed to point toward a 
different conclusion: ‘““We cannot isolate ourselves. During 
the past two years the crash of one foreign nation after 
another under direct and indirect war inheritances has domi- 
nated the whole economic life of our country. The time has 
now come when nations must accept, in self-interest no less 
than in altruism, the obligation to codperate . . . Daily it 
becomes more certain that the next great possible construc- 
tive step in remedy of the illimitable human suffering from 
this depression lies in the international field. It is in this 
field that the tide of prices can be most surely and quickly 
turned, and the tragic despair of unemployment, agriculture, 
and business be transformed to hope and confidence.” 


* Address at the Convention of the American Bankers Association, Cleve- 
land, October 2, 1930. 


“ Address at the Lincoln Day dinner of the National Republican Club, 
New York, February 13, 1933. 
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4. Efforts to Assure Continuity in American Foreign Policy 


But action in this field by the American government dur- 
ing the interregnum was impracticable. It was possible 
for the incoming and the outgoing Presidents to agree at 
certain points on broad principles and on methods of pro- 
cedure. But no real foreign policy could be formulated until 
a new Administration had taken over authority and until 
this Administration was ready to submit to Congress con- 
crete plans for dealing with those matters in which legislative 
approval was required. This was recognized in Washington; 
but efforts were nevertheless made to assure at least some 
measure of continuity in American foreign policy during 
the winter months, particularly with respect to the most 
immediate problems in foreign relations then before the 
government—namely, war debts, armaments, and the pre- 
liminary work of the World Economic Conference. 

On one important point with respect to the war debts Mr. 
Hoover and Mr. Roosevelt held different opinions.’” A few 
weeks after the national elections Mr. Hoover had pointed 
out that in the matter of debts Congress had always “‘insisted 
upon participation in initiation of negotiations and in any 
ultimate decisions.” He therefore proposed ‘‘the creation of 
an agency to exchange views” with governments seeking 
revision of their contracts. With this proposal Mr. Roosevelt 
expressed disagreement. He believed that an adequate agency 
for discussion of the debts was already provided by the regu- 
lar diplomatic service. In his opinion, “no action by Congress 
has limited or can limit the constitutional power of the 
President to carry on diplomatic contacts or conversations 
with foreign governments.”” He thus proposed to restore the 
traditional American system in which the executive branch 
of the government initiates negotiations with foreign govern- 
ments on its own responsibility and the legislative branch 
passes on concrete proposals based on ascertained facts. 

Cf. The United States in World Affairs, 1932, 179-80. 
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Nevertheless, despite the difference of opinion thus re- 
vealed, President Hoover addressed a telegram to Governor 
Roosevelt on December 17, suggesting that the “three im- 
portant questions” of debts, armaments, and the proposed 
economic conference “be given codrdinate consideration” by 
the appointment of an American delegation empowered to 
deal with all three of them contemporaneously. ‘The routine 
machinery of diplomacy,” he said, “neither affords the type 
of men required, nor can they give the time from other 
duties which such discussions require.” He suggested, there- 
fore, the appointment of a special commission to represent 
the United States in the prolonged negotiations which seemed 
inevitable and invited Mr. Roosevelt to codperate with him 
in naming it.” 

To this invitation Mr. Roosevelt replied on December 19 
by expressing the opinion that debts, armaments, and eco- 
nomic problems would require “‘selective treatment,” even 
though they were closely related questions. For this reason 
he refused to agree “that the personnel conducting the con- 
versations” should in each instance ‘‘be identical.’’ Moreover, 
since he thought it “unwise to accept an apparent joint re- 
sponsibility,” when he would in fact be lacking any real 
authority, he could not participate in naming the commis- 
sion which Mr. Hoover proposed to establish. He deplored 
the initiation of any action which might “fix policies for 
the incoming Administration.” But he could “‘see no objec- 
tion to further informal conferences” with representatives 
of other governments during the winter months, or to the 
carrying on of preliminary economic studies which would 
serve an undoubtedly useful purpose.” To this he added in 
a later message that he would “gladly receive such informa- 
tion and expression of opinion” as might be gained from 
this exploratory work."* 

A further exchange of telegrams failed to alter opinions 


* Department of State Press Release, December 22, 1932. 
™ New York Times, December 23, 1932. 
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held on either side. The incident ended with Mr. Hoover 
believing that Mr. Roosevelt had refused to codperate, and 
Mr. Roosevelt believing that he had offered to codperate. 
A few weeks later a new effort was made to bring the incom- 
ing and outgoing Administrations into closer touch. It 
achieved a larger measure of success. On January 20 Mr. 
Hoover and Mr. Roosevelt met at the White House in a 
conference attended also by Secretaries Stimson and Mills 
and by Messrs. Norman Davis and Raymond Moley. The 
visible result of this conference was contained in the follow- 
ing statement: “The British government has asked for a 
discussion of the war debts.’* The incoming Administration 
will be glad to receive their representative early in March 
for this purpose. It is, of course, necessary to discuss at the 
same time the world economic problems in which the United 
States and Great Britain are mutually interested, and, there- 
fore, that representatives should also be sent to discuss ways 
and means for improving the world situation.’’”® 

The reply of the British government to this memorandum 
was a prompt acceptance of the invitation thus extended. It 
would be happy to send a representative to Washington. But 
it pointed out that a world economic conference was ap- 
proaching, and suggested that decisions on other matters 
than the debts themselves could not be reached ‘‘before dis- 
cussions take place at that conference between all the states 
represented there.’ This was interpreted in Washington 
as implying a belief that the debts should be dealt with on 
their own merits and should not be linked with such ques- 
tions as tariff revision and the return of Britain to the gold 
standard. The inference thus drawn was strengthened by an 
address made at Birmingham precisely at this time by the 
British Chancellor of the Exchequer, Mr. Chamberlain. With 

* This referred to the exchange of notes between Britain and the United 
States preceding payment of the amount due on December 15, 1932. Cf. The 
United States in World Affairs, 1932, 169-178. 


7 White House Press Release, January 20, 1933. 
* Department of State Press Release, January 25, 1933. 
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specific reference to Britain's return to gold, a conclusion 
much desired at this time by the American government, he 
said: ‘““We have made it abundantly clear that we are not 
going to trust ourselves again to the gold standard unless 
and until we are assured it will work. In order to be sure it 
will work, there has to be international agreement as to the 
conditions under which it shall be worked. No doubt we 
shall discuss these things at the World Economic Conference 
on the lines indicated by the preparatory commission at 
Geneva. But in the meantime we must remain on the sterling 
basis, and I do not think anyone can say we have not done 
our best to make sterling a satisfactory measure of value, or 
that we have not been reasonably successful in our efforts.’’? 
Though the Chamberlain address and the British reply to 
the Hoover-Roosevelt memorandum were interpreted in 
Congress as offering proof of the futility of further negotia- 
tions, Mr. Roosevelt, who had proceeded from Washington 
to Warm Springs after his conference at the White House, 
invited the British Ambassador to confer with him person- 
ally about the debts. On January 29, four days after receipt 
of the British note, the President-elect and Sir Ronald 
Lindsay “had a wholly informal and unofficial but very 
satisfactory conversation concerning tentatively the arrange- 
ments for the coming meetings in Washington.”’® A few 
weeks later, following a hurried visit paid to London by Sir 
Ronald for the purpose of consulting with his government, 
they met again in New York, this time to consider “broader 
aspects of the world economic and other situations.” 
Meantime, and again with the approval of the Department 
of State, Mr. Roosevelt discussed the debts on one occasion 
with the French Ambassador. He discussed with the Ca- 
nadian Minister, Mr. Herridge, “many matters of mutual 
interest to Canada and the United States.” He heard from 


* New York Times, January 29, 1933. 
Statement to the press, January 29, 1933. 
® Statement to the press, February 20, 1933. 
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Mr. Norman Davis, who had represented the outgoing Ad- 
ministration at the Geneva conference on armaments, an 
account of the informal negotiations in which he had been 
engaged with spokesmen of other governments during the 
early winter months, and announced that Mr. Davis would 
be invited to represent the new Administration at Geneva. 

The effort to assure continuity in American foreign policy 
during the interregnum thus met with some measure of 
success. Ways were found to provide for consultation be- 
tween the new and the old Administrations, and on a nar- 
rower front between the new Administration and represen- 
tatives of foreign governments. Preliminary studies were ini- 
tiated. Data were assembled. Nevertheless, this period was 
necessarily one of postponement and hesitation. No positive 
decision could be made at any point in the field of foreign 
relations until a government with more than interim author- 
ity had been set up in Washington. 


5. The Development of the American Financial Crisis 


While the American foreign policy was deadlocked dur- 
ing the winter of 1932-33, events in the United States moved 
suddenly and then with rapidly increasing momentum toward 
a financial crisis. 

This crisis developed in the American banking system, one 
of whose weaknesses lay in its thousands of independent 
units. The unsatisfactory condition of the banks at the end 
of 1932 was due not only to their excessive number and 
to the meager resources of many of them, but even more to 
the catastrophic shrinkage of all market values. In periods 
of greater stability the country had prospered despite the 
known weaknesses of its banking structure, but these weak- 
nesses were enormously aggravated by the prolonged defla- 
tion of prices during the depression. From 1921 to 1929 in- 
clusive the average number of bank failures in the United 
States was 627 a year. In 1930 the number increased to 
1,345 and in 1931 to 2,298. With the aid of the Recon- 
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struction Finance Corporation the number of failures in 
1932 was reduced to 1,453; but the assistance thus given to 
the banks was not an unmixed blessing, since the attendant 
publicity frequently weakened confidence in the institutions 
obtaining substantial loans. 

As events demonstrated, the crisis of February and March, 
1933, was foreshadowed as early as 1931, when the hoard- 
ing of money began on an extensive scale in consequence of 
the great increase in the number of bank failures. By Feb- 
ruary, 1932, the amount of Federal Reserve notes in circula- 
tion was, in round figures, 1,200 million dollars larger than 
at the corresponding date in 1931. This expansion had oc- 
curred in spite of falling prices and diminished business 
activity. While the additional currency was reported as “in 
circulation,” this was true only in the sense that it had been 
paid out by the banks and had not been returned to their 
vaults. It was actually hoarded. Moreover, its withdrawal 
from use compelled the member banks of the Federal Re- 
serve System to rediscount additional amounts of eligible 
paper in order to meet the ordinary requirements of their 
depositors, thereby reducing the liquidity of the banks. 

Early in 1932, a full year before the crisis was reached, 
this condition had already become so serious that on Feb- 
ruatry 3 President Hoover appealed to the public to cease 
hoarding currency. A conference of various civic organiza- 
tions was called to meet in Washington for the purpose of 
inaugurating a nation-wide anti-hoarding campaign. A di- 
recting group, designated as the Citizens’ Reconstruction 
Organization, established headquarters in Chicago and ap- 
pointed a chairman in each Federal Reserve district to direct 
local “drives” with a view to coaxing hoarders to invest 
their funds in short-term government securities, which the 
Treasury then had to issue from time to time to meet its 
huge deficits. 

With the inauguration of this campaign there was a tem- 
porary check in the increase of hoarding, but no return to 
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the banks of any substantial amount of funds. Hoarding was 
resumed after the development of panicky conditions in the 
second quarter of 1932, and by August the monetary circu- 
lation was about 400 million dollars greater than in March. 

It was at this time that local bank holidays became increas- 
ingly frequent in the Middle West. At first neither these 
temporary suspensions nor the state-wide holiday of six 
weeks in Nevada attracted much attention in the financial 
centers of the East, because the banks affected were remote 
and relatively unimportant. But when, early in 1933, a week- 
end holiday was proclaimed by the Governor of Louisiana, 
in order to safeguard the banks of New Orleans, the situa- 
tion was brought closer home. 

The prompt reopening of the New Orleans banks and the 
apparently beneficial effects of the holiday may have in- 
fluenced the Governor of Michigan to proclaim an eight-day 
holiday in his state in order to ease the banking tension in 
Detroit. This holiday began on February 14. But the situa- 
tion in Detroit, the center of the severely depressed motor- 
car industry, proved unexpectedly difficult, and when the 
holiday expired, the banks were permitted to resume opera- 
tions only under rigid restrictions. Many failed to reopen. 
Meanwhile, the large manufacturing concerns of Detroit 
had been forced to draw on their deposits in neighboring 
cities in order to meet their payrolls, and these cities in turn 
were forced to make withdrawals from banks in other com- 
munities. 

The area of monetary stringency thus spread in an ever- 
widening circle, and bank holidays and restrictions on with- 
drawals were proclaimed in various states and cities in rapid 
succession. In most cases the bank closings were authorized 
by the Governors as emergency measures; in a few states 
closings were sanctioned by Legislatures which happened to 
be in session when the crisis developed. Closings were some- 
times optional and sometimes compulsory, sometimes for 
only a few days and sometimes for an indefinite period. 
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The Governor of Maryland proclaimed a holiday on Feb- 
ruaty 25. On the 27th, after the Governor of Ohio had 
declared repeatedly that a moratorium was unnecessary in 
that state, the banks of Akron, Cleveland, and Dayton were 
compelled to restrict withdrawals, and the Legislature there- 
upon authorized a state-wide moratorium. Within the next 
three days banking restrictions of some sort had been adopted 
in twenty-two states and in the District of Columbia. On 
March 3 the number of states imposing restrictions had in- 
creased to twenty-nine. 

The weekly Federal Reserve statement, showing condi- 
tions as of March 1, presented a startling picture of what 
had been taking place. Never before had the Reserve banks 
been subjected to so great a strain. During the week ending 
March 1 the amount of money in circulation had been in- 
creased by the enormous sum of 732 million dollars. This 
followed respective increases of 149 millions and 134 mil- 
lions in the two preceding weeks. During the month of 
February the increase in circulation amounted to 1,068 mil- 
lions. In addition to these heavy withdrawals of currency, 
the Reserve banks during the month had lost 212 millions 
in gold through withdrawals and earmarking for foreign 
account. 

More than three-fourths of the 732-million increase in 
currency circulation during the week of February 23-March 1 
consisted of Federal Reserve notes. Some of the increase was 
due to hoarding, as in preceding weeks, but much of it 
resulted from the greater need of cash in districts where 
the banks were taking an involuntary holiday. The ready 
response of the Federal Reserve banks to the country’s 
monetary needs showed that these institutions were doing 
the work expected of them, but it was beyond their power 
to check influences which were rapidly paralyzing the entire 
banking system. 

Bank deposits in the United States at this time amounted 
to 42,000 million dollars, while money in circulation was 
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somewhat less oo 7,000 millions. To convert any con- 


siderable portion of the deposits into cash at a given time 
was mechanically impossible, but this had been attempted, 
at first locally, and later on a nation-wide scale, and the 
result in all cases was a suspension of banking functions. 
Before the financial crisis had attained national dimensions, 
there were, according to the Department of Commerce, ap- 
proximately 100 municipalities, trade bodies, and other 
groups using some form of scrip as a substitute for money, 
and about 300 organizations had been formed to promote the 
exchange of commodities by means of barter.?! At the begin- 
ning of March the United States had ceased to be a unified 
trade area. With the proclaiming of moratoria, bank checks 
in transit suddenly ceased to be collectible. 

That foreign markets were also disturbed by these financial 
developments in the United States was indicated by the 
renewed outflow of gold. From June, 1932, through January, 
1933, gold had been flowing to this country without inter- 
ruption, and the losses during the first half of 1932 had been 
more than cancelled. The total monetary gold stock in 
January, 1933, was 4,547 millions, compared with 4,450 
millions twelve months earlier.* In spite of a net loss of 
173 millions during February, the gold stock of the United ; 
States was still far in excess of the gold holdings of any 
other country. Nevertheless, the steadily increasing drain 
through foreign withdrawals and domestic hoarding, com- 
ing simultaneously with a general run on the banks for 
currency, created a situation which was bound to break. 

The Federal Reserve statement, giving the data of gold 
losses and currency expansion in the last week of February, 
was due to be released on the afternoon of March 2, after 
the close of the markets, with a view to its publication in 
the newspapers on the following morning. With banks under 
restrictions in more than a score of states, and the makings 


™ United States Daily, February 24, 1933. 
® Federal Reserve Bulletin, February, 1933. 
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of a first-class panic close at hand, the appearance of this 
statement was anxiously awaited. It was not released until 
three hours after the usual time, and the delay gave rise to 
rumors of a kind certain to increase the nervous tension. 
When the statement was finally released the magnitude of 
the crisis confronting the country was fully revealed. Further- 
more, it was understood that the situation had become even 
worse in the twenty-four hours which had elapsed since the 
compilation of the weekly report. 

During the next two days the situation was at its worst. 
In the interval from March 2 to March 4 inclusive the 
amount of money in circulation increased by the huge amount 
of 818 millions, and gold holdings of the Reserve System 
were reduced by 208 millions. The climax had been reached 
in less than three weeks after the proclamation of a banking 
holiday in Michigan. Since February 15 the currency circula- 
tion had been expanded by 1,684 millions; the volume of 
reserve credit outstanding had been increased by 1,587 mil- 
lions and the Reserve banks’ gold holdings had been reduced 
by 517 millions. 

Meanwhile, more bank holidays and other restrictions 
were proclaimed by the states. On Saturday, March 4, as 
President Roosevelt was inaugurated and the interregnum 
ended, the confusion caused by the numerous moratoria was 
at its height. By midnight of that date limitations on banking 
operations were in effect in every state of the Union. 
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CHAPTER TWO 


NATIONALISM INTENSIFIED 


THE action taken by the incoming Administration to meet 
the crisis in the domestic banking situation falls outside the 
framework of a history of the United States in world affairs. 
We may note briefly, however, that at eleven o’clock on the 
night of Sunday, March 5, his second day in office, President 
Roosevelt issued a proclamation prohibiting the export or 
hoarding of bullion or currency, and forbidding all banking 
institutions to reopen except under such restrictions as the 
Secretary of the Treasury might specify. This action was 
taken under a war-time act of 1917, conferring emergency 
powers on the President. On the same day Mr. Roosevelt 
summoned Congress to meet in special session. 

To this special session he submitted on March 9 draft 
legislation intended to give the executive branch of the 
government “authority forthwith to open such banks as have 
already been ascertained to be in sound condition” and “‘to 
reorganize and reopen such [other} banks as may be found 
to require reorganization to put them on a sound basis.” This 
measure also provided for the issue of additional currency, 
to be backed by government securities or by commercial 
paper of the sort previously eligible for this purpose under 
the Federal Reserve Act, but without the requirement of a 
40 per cent reserve of gold. 

This legislation was enacted on the day it was proposed, 
and on the following day, March ro, Mr. Roosevelt turned 
to the question of Federal finance. He described the govern- 
ment’s large deficits since 1931 as a matter “requiring equally 
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courageous and prompt action.” In order to bring the ordi- 
nary budget into better balance, he asked Congress to give 
him power to reduce Federal salaries and to reorganize the 
pension system, then costing approximately 1,000 million 
dollars annually. This request he followed three days later 
with a message recommending “immediate modification of 
the Volstead Act in order to legalize the manufacture and 
sale of beer and other beverages of such alcoholic content 
as is permissible under the Constitution,” in order to pro- 
vide ‘‘a proper and much needed revenue.” 

The timeliness of the President’s proposals, and the 
alacrity with which Congress accepted them, succeeded in 
quieting the spirit of panic and restoring a large measure of 
confidence. On March 13 a majority of the member banks 
of the Federal Reserve System reopened for business. Twelve 
days later a survey made by the Associated Press showed 
that the number of institutions which had reopened included 
approximately 77 per cent of the member banks and about 
85 per cent of the non-members.’ These institutions had 
about 90 per cent of the country’s bank deposits. By March 29 
enough gold had come out of hoarding or had been released 
from earmark to increase the holdings of the Reserve System 
by 553 million dollars, as compared with the situation on 
March 8, and during the same period money “‘in circulation” 
had declined by no less than 1,185 millions. The amount of 
money outside of the Reserve banks was still abnormally 
large; but there was evidence of the progress made since 
the “holiday” in the fact that 70.4 per cent of the funds 
drained out of the Reserve System so rapidly during the 
three panicky weeks before March 8 had now returned to it 
during the three weeks subsequent to that date. 

Events within the United States thus moved in the direc- 
tion of greater stability during the first month of the new 
Administration. But in the field of foreign policy there was 
no equally pressing need for emergency action. Nor was it 


1 New York Times, March 26, 1933. 
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at all clear where action in this wider field could most appro- 
priately begin. For the nations of the world showed little 
disposition to codperate in a solution of their common prob- 
lems. The trend was still toward separatism, and the foreign 
problems of the new Administration were shaped largely by 
this trend. 

In the present chapter we discuss five phases of the 
separatist movement which coincided with the change of 
authority in Washington. 


1. The Continued Rise of Barriers to Trade 


The early months of 1933 witnessed a further increase of 
the tariffs and other measures of trade control which had 
multiplied so rapidly in the preceding year. During 1932 
more than thirty important commercial countries had im- 
posed new restrictions of one sort or another on their im- 
port trade, in addition to the indirect restrictions resulting 
from widespread exchange controls.* The desire of domestic 
producers for further protection from outside competition 
was only one of the influences behind these developments. 
In many countries fiscal and monetary considerations had the 
upper hand in determining trade policies. Tariffs were in- 
creased in an effort to obtain more revenue as well as to 
protect home industries. Imports were discouraged, either by 
higher duties or by the quota system, in order to reduce or 
to avoid an unfavorable balance of international payments, 
with the threat to currency stability which this involved. 

The tariff changes in 1932-33 have sometimes been 
described as evidence of rampant protectionism. This descrip- 
tion is inadequate. The new tariffs represented efforts of 
distressed governments acting independently to meet indus- 
trial, financial, and monetary problems created by the dis- 
turbed conditions of international trade. This is attested by 


? Henry Chalmers, Foreign Tariffs and Commercial Policies During 1932. 
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the fact that the most important changes in tariffs during this 
period were horizontal. Thus Argentina imposed a hori- 
zontal increase of 10 per cent ad valorem, and Canada, New- 
foundland, Estonia, France, and the Netherlands also 
adopted horizontal increases at various rates.’ This is in 
contrast with the widely differing increases for selected com- 
modities always in evidence when the main purpose of a 
tariff is protective. 

The year 1932 had seen the adoption of a protectionist 
policy by the British government. This had been followed 
by the Imperial Economic Conference at Ottawa, which re- 
sulted in twelve trade agreements among members of the 
British Empire designed to increase inter-Empire trade. Al- 
though the Conference professedly had aimed at eventual 
relaxation of trade restrictions between the Empire and the 
rest of the world, as well as within the Empire itself, the 
immediate objective had been to shift purchases from non- 
British to British areas.* At the beginning of 1933 Great 
Britain, all the Dominions except Ireland, and many of the 
crown colonies had voted increased tariff preferences to 
Empire products; and in most cases they had accomplished 
this by the simple expedient of imposing higher duties on 
non-Empire goods.*® Other crown colonies now joined in this 
movement during the first three months of 1933. Meanwhile, 
a dispute between the governments of Great Britain and the 
Irish Free State over the payment of land annuities brought 
about a tariff war between these two members of the Empire. 
The de Valera government in Ireland also resorted to a 
general policy of high protection as a means of developing 
home industries. By the end of the first quarter of 1933 
British free trade had not only disappeared, but the entire 
British Empire had become more protectionist. 

The suspension of the gold standard by some thirty-odd 


* Commerce Reports, January 14, 1933; Chalmers, Joc. cit. 
“The United States in World Affairs, 1932, 90-97. 
* Commerce Reports, January 7, 14, 21, 28, 1933. 
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nations constituted another protectionist influence. A num- 
ber of countries, notably Canada and France, levied special 
surtaxes or compensating duties on imports from countries 
with depreciated currencies. Their purpose was to offset the 
export advantage resulting from cheap money. A demand for 
similar legislation was made in the United States, and by 
January, 1933, six bills providing for compensating duties 
on imports from cheap-money countries had been introduced 
in the House of Representatives. 

The general purpose of these measures was to impose an 
extra duty equal to the difference in the value of the im- 
ported article in terms of the money of the exporting coun- 
try at its gold parity and at its current rate of exchange.’ A 
caucus of the Republican members of the House decided in 
January to support the measure known as the Crowther bill. 
Party lines were sharply drawn, and the bill was bottled up 
in an unfriendly Ways and Means Committee, controlled by 
the Democrats, who insisted that decisions with respect to 
the tariff should be left to the new Administration. On 
February 13 an attempt was made to discharge the committee 
from further consideration of the bill and to bring it to the 
floor of the House for a vote. Advocates of the measure 
thought that if it were once placed before the House, con- 
siderations of local self-interest would prove stronger than 
party loyalty, and that the bill would pass. On the question 
of discharging the committee, however, only three Democrats 
and fifteen Republicans failed to vote with their parties, and 
the proposal was defeated by a vote of 212 to 174. 

This plan for blanket application of compensating duties 
to the imports of all countries with depreciated currencies 
found no favor with the Hoover Administration, even 
though it was championed by Republican leaders in the 
House. President Hoover, late in 1932, had insisted that the 
United States was in danger of a flood of imports from 


*In most of the proposals this duty was to apply also to goods on the 
free list if they were of a kind produced in the United States. 
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cheap-money countries, but he had urged a readjustment of 
duties by the Tariff Commission under the flexible provisions 
of the tariff law. Even while Congress was considering the 
question of compensating duties the President exercised his 
authority under these provisions, and on the recommenda- 
tion of the Commission ordered increases in the duties on 
rubber-soled and rubber footwear,’ the imports of which 
had been rapidly expanding. Incidentally, these imports had 
come partly from Japan, where the currency was depreciat- 
ing, and partly from Czechoslovakia, where the currency 
was stable. 

The vote against new import surtaxes put an end to efforts 
in Congress to impose higher tariffs before the change of 
Administrations on March 4, since the prestige of the 
incoming President, who was known to disapprove of such 
legislation, was sufficient to maintain party discipline in the 
House. But the strength of isolationist sentiment in that 
body was clearly shown when it passed, by the large ma- 
jority of 150 to 18, a “Buy American” bill, calling upon the 
government to purchase for public use “only such unmanu- 
factured articles, materials, and supplies as have been mined 
or produced in the United States, and only such manufac- 
tured articles, materials, and supplies as have been manu- 
factured in the United States wholly of articles, materials or 
supplies mined, produced or manufactured, as the case may 
be, in the United States.’’® 

This measure was in the spirit of the times. For in the 
early months of 1933, governments in most parts of the 
world were actively engaged in efforts to close domestic 
markets to the foreigner and to restrict the exchange of 
goods between nations rather than expand it. Only in a few 
isolated cases were attempts being made to relax trade con- 

* United States Tariff Commission, Report No. 63, Second Series. 

*H. R. 10743, Congressional Record, Seventy-second Congress, Second 
Session, 1891. All references in this volume to the Congressional Record 
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trols by means of regional agreements. For the most part, 
governments continued to seek the solution of difficult com- 
mercial and financial problems by separatist action rather 
than by codperative effort. 


2. The Philippine Independence Act 


At the beginning of 1933 the strength of separatist in- 
fluences in the United States was further attested by the 
passage of a bill granting independence to the Philippines. 
The measure went to the President on December 30, 1932, 
and at the turn of the year was awaiting his signature or his 
veto. At this time the most active American advocates of 
independence for the Islands were those who believed that 
their business was injured by the competition of Philippine 
products. Labor leaders also regarded the immigration of 
Filipinos as a menace to the living standards of American 
workers, and they joined representatives of the beet-sugar, 
dairy, cordage, and cotton-seed oil industries in urging Con- 
gress to sever political ties with the Islands in order that 
tariff and immigration restrictions might be applied to them 
as to a foreign country. 

Since 1909 Philippine products had been admitted into 
the United States free of duty. The Islands, in turn, had 
imposed no tariffs on American goods. Under these recipro- 
cal tariff favors there was a rapid expansion of trade between 
the United States and the Philippines.® After the World 
War American goods furnished regularly about 60 per cent 
of Philippine imports, and American markets absorbed from 
70 to 80 per cent of Philippine exports. 

The increase of American imports from the Islands was 
largely in sugar, copra, and coconut oil, all of which com- 
peted in some degree with American products. In these years 
the American farmer was becoming more tariff-minded, and 
when the Hawley-Smoot tariff bill was before Congress in 
1929, Senator King, from the beet-sugar state of Utah, offered 


* Percy W. Bidwell, Tariff Policy of the United States, 88-90. 
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an amendment granting the Philippines independence. The 
proposal was rejected by such a narrow margin’ that the 
National Grange, the National Dairy Union, the American 
Federation of Labor, and other organizations were encour- 
aged to intensify their campaign. The pledge of the United 
States under the Jones Act of 1916 to relinquish its control 
over the Philippines “‘as soon as a stable government can be 
established therein” made it possible for these organizations 
to base their case on the government’s moral obligation. They 
readily admitted, however, that they were actuated in large 
measure by considerations of their own economic interests. 
From December, 1931, to February, 1932, ten bills pro- 
viding for Philippine independence were introduced in Con- 
gress. Several other bills introduced during the same period 
provided for duties or quota restrictions on imports from 
the Islands. The measures which were favorably reported by 
committees of the Senate and House were known respec- 
tively as the Hawes-Cutting and the Hare bills." The Hare 
bill passed the House on April 4, 1932. The Senate deferred 
action until the ensuing session, and then, after amending 
the House bill in important particulars, accepted it on De- 
cember 17.’* The differences in the House and Senate meas- 
ures were smoothed out in conference, and the bill was 
passed and sent to the President. It provided for the calling 
of a constitutional convention by the Philippine Legislature 
at any time within the ensuing twelve months to formulate 
the organic law of the Commonwealth of the Philippine 
Islands. It prescribed the pattern that the constitution should 
follow and stipulated that the instrument should be sub- 
mitted to a referendum of voters, who at the same time 
would indicate whether they desired independence. If the 
vote on the Constitution was favorable, an “intermediate 
government” was to be set up for the next ten years, and 


” A shift of five votes would have insured its passage. 
4S. 3377 and H. R. 7233, Seventy-second Congress, First Session. 
™ Congressional Record, Seventy-second Congress, First Session, 658, 7632. 
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thereafter the Commonwealth would be completely inde- 
pendent. 

Congress recognized the injustice of an immediate grant of 
_ independence, followed by the application of full tariff 
rates against Philippine goods. It therefore provided for a 
gradual increase in restrictions on exports to the United 
States during the ten-year period. The exports of sugar, 
coconut oil, and cordage were limited to definite but rather 
liberal quotas. In the last half of the intermediate period 
export taxes would be levied on goods shipped to the United 
States, beginning at 5 per cent in the sixth year and increas- 
ing to 25 per cent in the tenth. With the attainment of their 
complete independence the Islands would lose their Amer- 
ican tariff preferences, unless in the meantime some new 
trade agreement was negotiated. 

Immigration restrictions were not deferred until the at- 
tainment of independence, but were to become effective as 
soon as the Filipinos formally accepted the new law. The 
immigration quota was fixed at fifty a year. 

On January 13, 1933, President Hoover returned the bill 
to Congress with a vigorous message setting forth his reasons 
for withholding his approval. He found the ten-year period 
“too short, too violent” for adjustment by the Filipinos of 
“their economic life to the complete abrogation of the pres- 
ent free-trade association with the United States.” In his 
opinion the bill weakened American civil authority during 
this period “to a point of practical impotence,” while Amer- 
ican responsibility for preserving order and maintaining de- 
fense remained undiminished. He pointed out that with the 
withdrawal of American protection it would be necessary for 
the Philippine government greatly to increase its revenues ‘‘to 
provide the force necessary for maintaining internal order 
and the minimum of external defense,”’ and he believed that 
this extra outlay could be made only “at a sacrifice of a 
large part of their educational and public improvements.” 
Finally, and evidently with recent events in the Far East in 
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mind, he warned of the danger from ‘‘the pressures of those 
immense neighbor populations for peaceful infiltration or 
forcible entry into this area” with its “undeveloped re- 
sources.” 

The advocates of Philippine independence were not to be 
deterred by these arguments. The House overrode the veto 
on the day it came from the President by a vote of 274 to 
94. Four days later the Senate did likewise by a vote of 66 
to 26.78 

Impartial opinion in the United States was generally op- 
posed to the Independence Act. Those who had long advo- 
cated Philippine independence for other than tariff reasons 
expressed resentment at this apparent disregard for the im- 
mediate welfare of the Islands.'* The tone of the press was 
critical even in the agricultural sections which were sup- 
posed to benefit from the law. The Des Moines (Iowa) 
Register believed that the measure meant “‘losses to the 
Filipinos.” To the Lincoln (Nebraska) State Journal it 
seemed to be ‘‘a hurry-up effort of the people to get out from 
under.” The Birmingham (Alabama) Age-Herald regarded 
the act as the gift of a “Greek horse” to a people who were 
left ‘to their enemies.”*® The New York Herald Tribune de- 
nounced it as “Congressional treachery,”'® and the New 
York Times found it “stamped all over with evidences of 
American selfishness.”** 

Philippine leaders who had been urging independence 
were placed in an awkward position. A group of representa- 
tive Filipinos, including the Speaker of the House and the 
President pro tem. of the Senate, had been sent to Washing- 
ton by the Philippine Legislature to confer with members of 
Congress while the bill was under consideration. They criti- 


* Congressional Record, Seventy-second Congress, Second Session, 1827, 
2012. 

“Cf. Raymond Leslie Buell, “Hypocrisy and the Philippines,” in the 
Nation, CXXXV, 639, December 28, 1932. 

* Quoted in New York Times, January 18, 1933. 

* New York Herald Tribune, January 18, 1933. 
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cized some of its features, but accepted it as being on the 
whole as satisfactory as any measure Congress would prob- 
ably enact. Their action was bitterly denounced by Manuel 
Quezon, President of the Philippine Senate, who led the 
fight against acceptance of the law. In October the Legisla- 
ture rejected the Independence Act in its existing form, but 
left the door open for its amendment. Under its provisions 
the act would lapse on January 17, 1934, unless accepted 
before that date by the Legislature or a special convention. 
The American Congress would not convene until January 3, 
only two weeks before the law was due to lapse. To amend 
the measure in so brief a period was impracticable. At the 
end of the year, however, the Filipino delegates in Washing- 
ton were still hoping that Congress would eventually enact 
an independence measure in a form more satisfactory to their 
Legislature. 


3. Separatist Trends in South America 


Separatist influences were also showing their effect at this 
time in the political as well as the economic relations of 
various countries. This was especially evident in South Amer- 
ica. The political difficulties of the countries in that region 
during 1930 and 1931 had been mainly internal. Late in 
1932 there came a marked change. Internal troubles did not 
disappear, but international controversies now overshadowed 
them. At the beginning of 1933 two countries were engaged 
in actual warfare, although war had not been formally de- 
clared, and two others were engaged in a dispute which 
soon led to hostilities. Bolivia and Paraguay were fighting 
for the possession of the Chaco Boreal, and Colombia and 
Peru were disputing over the remote frontier settlement of 
Leticia.’* The interested neutral nations had sought by vari- 
ous means to bring about a peaceful settlement, but their 


* The origins of these international controversies are described in detail 
in The United States in World Affairs, 1932, 61-69. 
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efforts had been thwarted by the powerful nationalist senti- 
ment of the disputants. 

The fighting in the Chaco was the most severe that the 
Western Hemisphere had witnessed since the Civil War in 
the United States. Hostilities extended along a front of more 
than 200 miles, with as many as 20,000 men often being 
engaged in a single battle. The warfare was conducted on 
strictly modern lines, with airplanes, tanks, machine-gun 
nests, trenches, and barbed-wire entanglements employed by 
both sides. Although the belligerent governments were vit- 
tually bankrupt, they seemed to have no difficulty in obtain- 
ing ample supplies of ammunition. It was estimated that 
between June 15, 1932, when the hostilities began, and 
February 1, 1933, the total casualties amounted to approxi- 
mately 50,000. 

On February 14 hostilities also broke out between Colom- 
bia and Peru. The Peruvian government had refused to make 
amends for the acts of its citizens in seizing the border settle- 
ment of Leticia on the upper Amazon, which Peru had ceded 
to Colombia by treaty in 1922. Colombia sent gunboats to 
the disputed region, and the bombing of one of these by 
Peruvian airplanes marked the first fighting. Although war 
was not formally declared, both countries resorted to mili- 
tary preparations on a considerable scale. Meantime Peru 
appealed to the League of Nations, and Colombia invoked 
the Pact of Paris and called on all signatory governments to 
remind Peru of her obligations under that treaty. 

The signatory governments were willing to act. Their 
Washington representatives met promptly in a conference 
called by Secretary Stimson. A note was sent to Peru by 
Mr. Stimson on January 25,’° reminding that country of its 
obligations under the pact. The American Department of 
State also supported a plan of conciliation which had been 
offered by Brazil, contemplating the temporary transfer of 
Leticia to Brazil pending an adjustment of points at issue. 


® Department of State Press Release, January 25, 1933. 
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The Council of the League of Nations likewise addressed 
notes to both Colombia and Peru in the interest of a settle- 
ment.” But none of these efforts succeeded in preserving 
the peace. Separatist tendencies were too strong. On Feb- 
ruary 15 Peru severed diplomatic relations with Colombia. 
On February 18 the Colombian legation in Lima was at- 
tacked by a mob and shortly thereafter the Colombian Min- 
ister returned to his own country. 

The quarrel over Leticia was bitter, but the actual hos- 
tilities resulting from it were on a minor scale compared 
with the conflict between Bolivia and Paraguay in the Chaco. 
This territorial dispute had been drawn out over a long 
period, but did not reach an acute stage until 1932. For 
three years a Neutral Commission, consisting of representa- 
tives of Colombia, Cuba, Mexico, Uruguay, and the United 
States, had been endeavoring to effect a settlement by con- 
ciliation.** After many failures, the commission on Decem- 
ber 15, 1932, made another effort to bring about the sus- 
pension of hostilities by proposing an immediate truce, the 
creation of a neutral zone between the belligerents, the re- 
duction of armies to a peace-time basis and the determina- 
tion of territorial limits by experts selected by the American 
Geographical Society of New York, the Royal Geographicai 
Society of London and the Geographical Society of Madrid. 
If a board of experts could not be agreed upon within four 
months, the dispute was to be referred to the World Court.” 

This proposal was generally approved by the other Amer- 
ican republics and by the Council of the League of Nations. 
In fact, it was well received everywhere except in the two 
countries in whose interest it was framed, Paraguay and 
Bolivia. At Geneva the League employed its new radio 
broadcasting station for the first time in an effort to mobilize 
world opinion against an armed conflict. After the Council 

* League of Nations, Monthly Summary, January, 1933. 
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had met and decided to support the Neutral Commission’s 
proposals, a transcript of its proceedings and the text of the 
proposals were broadcast successively in English, French, 
and Spanish. 

This plea did not shake the principals. Paraguay rejected 
the plan as too favorable to Bolivia, and a few days later 
recalled her delegate, Dr. Juan José Soler, who had been 
attending the meetings of the Neutral Commission in Wash- 
ington. Bolivia thereupon announced that in view of Para- 
guay’s action it seemed useless to discuss the plan in detail. 

With the breakdown of the Washington negotiations, the 
Neutral Commission on December 31 addressed identic notes 
to Argentina, Brazil, Chile, and Peru, the four nearest neigh- 
bors of the disputants, asking what steps these governments 
were ‘prepared to take in order to prevent further blood- 
shed.”” On February 2 the Foreign Ministers of Chile and 
Argentina met at Mendoza, Argentina, and drafted a tenta- 
tive plan of conciliation which they agreed to submit to 
Brazil and Peru as fellow-mediators. But Bolivia, suspicious 
of this move, announced that it would not entertain any pro- 
posal unless it had first been approved by the Neutral Com- 
mission.”* Again separatist influences had the upper hand, 
and fighting continued in the Chaco. 


4. Japan and the League of Nations 


Of more immediate interest to a larger number of nations 
was Japan's separatist policy in the Far East, and the con- 
flict between this policy and the codperative action of other 
countries represented in the League of Nations. As a back- 
ground of events which occurred in the early months of 
1933, we summarize briefly developments at the end of the 
preceding year. 

On October 2, 1932, the Lytton Commission created by the 
League of Nations had made public a carefully considered 
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verdict against Japan’s claim that its Manchurian policy was 
wholly defensive. On the eve of publication of this report 
Japan had recognized Manchuria as an independent state, 
renamed as ‘‘Manchukuo,” and had also concluded a treaty 
of alliance with its new government.** No other nation had 
granted recognition, and Russia was, in fact, the only im- 
portant power not under obligation to withhold recognition 
pending the action of the League of Nations on the Lytton 
Report. Mr. Yosuke Matsuoka, duly appointed as the Japa- 
nese first delegate to the League, paid a visit to Moscow on 
his way from Tokyo to Geneva, and there were intimations 
from several Japanese delegates in Geneva that Soviet recog- 
nition of “Manchukuo” was imminent. 

This was the situation when the League Council met on 
November 21, 1932, to consider the Lytton Report. After a 
week’s debate it decided to refer the Lytton recommendations 
to a special session of the League Assembly, which was then 
called to meet on December 6.”° The Japanese delegation at 
first demurred, but in the end agreed to this procedure. The 
shift from Council to Assembly was a diplomatic reversal 
for Japan. Toward the Manchurian dispute the attitude of 
the Council had always been more conciliatory than that of 
the Assembly. For the Council was dominated by the great 
powers, which were aware that if intervention were at- 
tempted in the Far East the burden of the task would fall on 
them, while the Assembly was dominated by the small states, 
which regarded the League primarily as an organization to 
prevent aggression by the military powers. 

Whether by coincidence or design, this political defeat for 
Japan at Geneva was at once matched by fresh military suc- 
cesses in Manchuria. In the interval between the adjourn- 
ment of the Council and the meeting of the Assembly, 


™ The United States in World Affairs, 1932, 210-16. 
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Japanese troops advanced along the Chinese Eastern Rail- 
way from Tsitsihar to Manchouli on the Siberian frontier, 
forcing the Chinese commanders, Generals Ma and Su, into 
Russian territory, where they were interned by the Soviet 
authorities. The refusal of the Russians to permit their ex- 
tradition at the request of the Japanese was regarded as 
significant. 

On November 29, the day following adjournment of the 
Council, the French government signed a non-aggression pact 
with Soviet Russia. This also was deemed significant, for 
France had been regarded as sympathetic with Japan and as 
none too friendly toward the Soviet government. Moreover, 
Russia had proposed a similar pact to Japan about a year 
before, only to meet with a persistent refusal. The attitude 
of some of the great powers toward the Chinese-Japanese 
dispute thus appeared to be changing. 

The League Assembly met at the appointed time, and it 
was soon evident that the rumored French support of the 
Japanese position was lacking. The smaller states, including 
the Central European allies of France, vigorously upheld the 
conclusions of the Lytton Report and insisted on the strict 
observance of obligations under the League Covenant and 
the Pact of Paris. The French government itself had evidently 
concluded that it could not show sympathy with Japan in the 
Far East without jeopardizing its more immediate interests in 
Europe. Early in the session M. Paul-Boncour, the French 
Foreign Minister, asserted that the Assembly must bring 
about conciliation, or else be compelled to sit in judgment 
on the disputants under paragraph 4 of Article XV of the 
Covenant. This seemed to be an intimation that sanctions 
might eventually be invoked, and it brought from Mr. Mat- 
suoka the rejoinder that such an outcome had been duly con- 
sidered by his government, which was ready to face “the 
severest sanction of the Covenant—that is to say, the eco- 
nomic boycott”’—rather than turn back from its course. 

But the Assembly was unwilling to go to extremes and 
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submitted the case to its Committee of Nineteen,?* with*in- 
structions to formulate proposals for a settlement of the dis- 
pute as speedily as possible. While this committee was meet- 
ing, the League delegates were surprised on December 12 by 
the announcement of M. Maxim Litvinoff, the Soviet Foreign 
Minister and chief delegate to the Disarmament Conference, 
and of Dr. W. W. Yen, the Chinese chief delegate, that 
diplomatic relations between China and Russia, which had 
been suspended since 1927, were to be resumed immediately. 

The time and the manner of this announcement gave it 
dramatic importance. It put an end to the rumors of a new 
understanding between the Japanese and the Soviets, with 
the recognition. of ‘“Manchukuo” as a near probability, and 
gave further emphasis to the diplomatic isolation of Japan. 
At the same time it revealed China’s efforts to obtain support 
outside as well as inside the League. That Japan was dis- 
turbed by this new turn of events was indicated by the com- 
ment of the spokesman for the Foreign Office in Tokyo, who 
denounced the union of Chinese chaos and Soviet commu- 
nism as “a menace not only to the peace of the Orient but to 
that of the entire world.” 

The apparent response of Japan to her latest diplomatic 
reversal was the launching of a military movement on Janu- 
ary 1 against Shanhaikwan, a city at the eastern extremity of 
the Great Wall, about half-way between Mukden and 
Peiping. Its occupation on January 3 gave the Japanese army 
a strategic position commanding the entrance into Jehol 
province and even threatening Peiping and Tientsin. This 
appeared to foreshadow further military operations. They 
were not long in developing. On February 18 the state of 
‘““Manchukuo” delivered an ultimatum to Marshal Chang 
Hsueh-liang, commander-in-chief of the Chinese northern 
army, demanding the withdrawal of all Chinese troops from 


* This committee had been appointed by the Assembly in March, 1932, 
while the Japanese were conducting military operations at Shanghai. It was 
instructed to work for the settlement of the dispute under the direction of 
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Jehol, and warning that a refusal to comply would bring an 
attack by the combined forces of ‘‘Manchukuo” and Japan. 
The Nanking government ordered Marshal Chang to resist 
this new movement. 

On February 21 the Japanese and their Manchurian allies 
began an advance into Jehol. This was a major military oper- 
ation, involving the movement of some 50,000 troops over a 
difficult country without railways, in the dead of winter with 
temperatures below zero. The Chinese outnumbered the in- 
vaders by two or three to one, but their leaders would not 
fight. Several were reported to have gone over to the Japanese 
as the armies made contact. The invaders moved westward 
in four parallel columns about 100 miles apart. The Japanese 
military command had planned the advance carefully, with 
a schedule for each day's progress, but so feeble was the 
opposition that the capital of Jehol was occupied nearly a 
week ahead of the army’s time-table. The governor of Jehol, 
Mr. Tang Yu-lin, actually commandeered several hundred 
army trucks, intended for the defense of the province, in 
order to move his personal possessions to a safer place. 

In the meantime, as the Committee of Nineteen proceeded 
with its deliberations, events were moving steadily toward 
an ultimate break in the relations between Japan and the 
League. The committee’s first duty under the terms of 
Article XV was to devise some method of conciliation satis- 
factory to both sides. If this effort failed—and no one ex- 
pected it to succeed—the next step was the submission of a 
report and recommendations to the Assembly. 

The committee's efforts at conciliation were unsuccessful. 
It proposed that the United States and Russia be invited to 
participate in its meetings, that the negotiations should be 
conducted on the basis of the findings and the recommenda- 
tions of the Lytton Report, and that in any settlement the 
League Covenant, the Nine-Power Treaty and the Pact of 
Paris should be respected. The Japanese demurred to the 
addition of Russia and the United States and insisted that 
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only members of the League take part in the proceedings. 
They were then asked whether, if this objection were met, 
they would accept the rest of the committee’s proposals. 
After consultation with Tokyo they submitted several suc- 
cessive counter-proposals, none of which brought the dispute 
nearer to a settlement. In the last of these communications, 
submitted on February 14, the Japanese representatives in- 
sisted that “the maintenance and recognition of the inde- 
pendence of Manchukuo are the only guarantee of peace in 
the Far East and that the whole question will eventually be 
solved between Japan and China on that basis.’’*” 

On receipt of this letter the committee decided that it had 
exhausted every effort to devise a method of conciliation and 
thereupon notified the Japanese delegates that “to its deep 
regret” it could not regard their proposals as acceptable. It 
then proceeded to adopt the draft of a report for submission 
to the Assembly, as required by Article XV of the Cove- 
nant.** On February 17 the report was made public and was 
broadcast by wireless telegraph. It was a comprehensive 
document, giving the historic background of the dispute as 
presented in the Lytton Report and the report of the Con- 
sular Committee at Shanghai,”® and announcing its adoption 
of these findings. It then reviewed the efforts of the League 
to negotiate a settlement and set forth the committee’s con- 
clusions and recommendations.*° The committee laid down 
as postulates to any agreement: (1) That the plan should 
observe the principles of the League Covenant, the Pact of 
Paris, and the Nine-Power Treaty of Washington; (2) that 


it should observe the provisions of the Assembly resolution 


* League of Nations Publication, Official No. A. (Extr.) 22. 1933. VII. 

* The drafting of this report had been begun three weeks previously by a 
special committee, but the document had been held open for revision so 
long as the Japanese representatives continued to submit new proposals to 
the committee. Cf. League of Nations, Official Journal, Special Supplement 
No. 112. Records of the Special Assembly, IV, 12. 

* The United States in World Affairs, 1932, 207. 

* Cf. League of Nations Publication, Official No. A. (Extr.) 22. 1933. 


VIL. 
[37] 











of March 11, 1932,*" especially those concerning a scrupulous 
regard for treaties, and the mutual obligation of League 
members to respect and preserve their territorial integrity 
and political independence against external aggression, and 
the submission of disputes arising among them to methods 
of peaceful settlement; and (3) that the settlement should 
conform to the principles and conditions laid down in the 
Lytton Report.* The crucial points in the committee's report 
were its affirmation that “the sovereignty over Manchuria 
belongs to China” and its recommendation that Japanese 
troops be withdrawn to the zone of the South Manchuria 
Railway, where alone they were permitted by treaty. 

The Assembly convened on February 21 to consider the 
report. For the delegates at Geneva it was a tense moment 
when the President of the Assembly, M. Paul Hymans, re- 
viewed the efforts at conciliation and announced their final 
breakdown. No one else spoke. M. Hymans did not call for 
an immediate vote. “I consider that at this grave juncture,” 
he said, “we must not give even the appearance of precipi- 
tancy.”** Adjournment was then taken for three days, in 
order to give the delegates further opportunity to consult 
with their governments. 

On February 24 the Assembly met again to discuss the 
report and to vote on its adoption. Further negotiations be- 
tween the Committee of Nineteen and the Japanese delega- 
tion had taken place during the interim, but they had been 
futile. The Japanese had already given notice that adoption 
of the report might mean Japan’s withdrawal from the 

* The United States in World Affairs, 1932, 217-18. 

* Chapter IX of the Lytton Report called for a settlement compatible with 
the interests of both China and Japan and with the interests of neighboring 
Soviet Russia, in harmony with existing multilateral treaties, and cognizant 
of Japan's legitimate interests in Manchuria. It further recommended a 
restatement of the respective rights of China and Japan, autonomy for Man- 
churia consistent with the sovereignty of China, a local gendarmerie for 


internal order, and international codperation in Chinese reconstruction. 
* League of Nations, Official Journal, Special Supplement, No. 112, IV, 13. 


[ 38 ] 




















League, and delegates of other nations were aware of their 
responsibilities in undertaking to pass formal judgment on 
the conduct of a world power. The Committee of Nineteen 
had decided to take no part in the discussion, leaving the 
report to speak for itself. Dr. Yen spoke first on behalf of 
China. While expressing regret at the omission of certain 
points and his inability to agree in every detail with its 
account of events and its conclusions, he declared that “‘it 
would not be seemly for us, as a party to this conflict, to 
press our views on these questions.” His government, he said, 
believed in “‘third party judgment as the basis of justice,” 
and would vote for the report.** 

Mr. Matsuoka then followed. He criticized the committee 
for relying upon the Lytton Report, which he declared was 
based upon an erroneous conception of conditions in the Far 
East. The root of all the trouble, he insisted, lay in the an- 
archy of China. The powers of the world had long been ~ 
dealing in fictions regarding that country. He urged the As- 
sembly to take a realistic view of the problem and not to 
encourage disturbing elements in China and thus prolong 
the disorders.** 

The vote was by roll-call. Of the forty-four League mem- 
bers present, forty-two voted for the adoption of the report. 
Japan alone voted against it, and Siam abstained from vot- 
ing. Under Article XV the parties to a dispute may take 
part in the vote, but their votes do not count in deciding the 
question of unanimity, and under the rules of procedure a 
state abstaining from voting, as Siam did, is regarded as ab- 
sent. The report, therefore, was declared to be adopted 
unanimously.*° 


* Teague of Nations, Official Journal, Special Supplement No. 112, IV, 
14-16. 

* Ibid. 

* Ibid., 16-20. Under Article XV unanimity in the Assembly means a vote 
of all the states in the Council, exclusive of the disputants and a majority 
of the other states. The report was adopted, therefore, with more votes than 
needed for technical unanimity. 
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Mr. Matsuoka then returned to the tribune and read a 
brief statement which proved to be Japan’s farewell address 
to the League, although he did not then announce the defi- 
nite severance of relations.*’ After expressing his regret at 
the action just taken and voicing his conviction that the de- 
sire to establish a lasting peace had actuated the actions of 
“all of us,” he declared that his government had ‘now 
reached the limit of its endeavors to codperate with the 
League,” and closed his statement with a few words of 
thanks to the members for their efforts to find a solution of 

_the dispute. He then left the tribune and amid complete si- 
lence withdrew from the room, followed by the other Japa- 
nese delegates and their aides. Japan’s place in the League 
was vacant. 


5. The Rise of National Socialism in Germany 


While Japan was thus dissociating herself from the ef- 
forts of the League, a dramatic shift of power on the Conti- 
nent of Europe furnished evidence at still another point of 
the trend toward separatism prevailing in the early months 
of the new year. This shift of power was characterized by 
the rise to authority of the one political party in Germany 
most clearly identified as the partisan of extreme nationalism 
rather than of international codperation in world affairs. 

The change came with unexpected suddenness early in 
1933. During the greater part of 1932 Germany had been 
ruled by a presidial Cabinet of Prussian soldiers and noble- 
men of the old order—the so-called “Cabinet of Barons,” 
with Lieutenant-Colonel Franz von Papen as Chancellor. It 
was this government which negotiated the settlement of 
reparations at Lausanne** and succeeded in postponing for 
some months a crisis in domestic politics. Elections to the 
Reichstag held near the end of Colonel von Papen’s régime, 


* This announcement came later from Tokyo. Japan formally resigned 
from the League on March 27. 


® The United States in World Affairs, 1932, Chapter VIII. 
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in November, 1932, were apparently inconclusive, since they 
failed to provide a basis on which any conceivable coalition 
could command a majority. Actually, the result of these elec- 
tions was decisive. For, as events were now to demonstrate, 
Germany had reached a point where continued stalemates in 
the processes of parliamentary government were no longer 
tolerable and the rise of a well-organized Fascist movement, 
deriving its strength from widespread political and economic 
discontent, was irresistible. 

Colonel von Papen’s failure to perform the impossible, 
and to find a majority where no majority existed, was fol- 
lowed on November 17 by his resignation. President von 
Hindenburg then turned to Adolf Hitler, as leader of the 
National Socialists, the largest party in the Reichstag. But 
Hitler, insisting on “all power or nothing,” refused to accept 
conditions which the President attached to his offer,®® and 
von Hindenburg turned next to General Kurt von Schleicher, 
Minister of Defense in the preceding Cabinet and a power in 
the making and unmaking of recent German governments. 
The Reichstag at once adjourned, in order to remove its own 
discord from the path of the new government, and General 
von Schleicher set out in December upon a program of do- 
mestic reconstruction and political compromise designed to 
win at least partial codperation by the National Socialists. 
This effort was wrecked within two months by the continued 
irreconcilability of Hitler. He declined to codperate, and an 
impasse was reached when President von Hindenburg re- 
fused to dissolve a Parliament which had met merely in 
order to adjourn and to substitute what would in effect have 
been a military dictatorship. So von Schleicher left and Hitler 
again became the most available alternative. On January 30 
he was appointed Chancellor, in a curious bargain which put 
him at the head of a Cabinet composed largely of his con- 
servative opponents. 


* Letters exchanged between von Hindenburg and Hitler were published 
in the Frankfurter Zeitung, November 25, 1932. 
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Again negotiations were begun with party leaders in the 
Reichstag. For while Hitler’s frankly stated objective was to 
abolish the parliamentary system, his actions at this point 
observed the niceties of parliamentary procedure. The 
negotiations were not successful. Centrist leaders were dis- 
satisfied with whatever assurances the National Socialists 
were willing to give them. And since no majority was pos- 
sible without Centrist support, Hitler appealed to the Presi- 
dent for dissolution of the Reichstag and a new election. This 
time the request was granted and the election set for March 
5, a little more than four weeks from the date of this decision. 

These four weeks were used by the National Socialists to 
address a passionate appeal to the spirit of German national- 
ism and to reinforce this appeal by invoking the police power 
of the state against certain of their adversaries. In speeches 
made in Berlin, Stuttgart, Breslau, and K6nigsberg (across 
the Polish Corridor), Herr Hitler thundered denunciation of 
the Versailles Treaty and predicted the rise of “a new Ger- 
man Reich, great in honor, power, glory, and righteousness.’ 
The entire machinery of radio broadcasting was in the gov- 
ernment’s hands, and obstacles in the way of an effective 
campaign by its opponents rapidly increased. Communists 
were forbidden first to hold outdoor demonstrations and 
then to hold any demonstrations whatever. Political discus- 
sion in the press was subjected to official censorship. In- 
stalled as “auxiliary police,” Nazi troopers and members of 
the Stahlhelm (steel helmets) were instructed to disperse 
any meetings at which criticism was “‘levelled at the con- 
structive work of the government.” In the last days of the 
campaign an incendiary fire in the Reichstag building was 
made the occasion for an emergency decree suspending all 
constitutional articles guaranteeing personal liberty. Socialist 
newspapers were now suppressed throughout Germany ex- 
cept in the state of Thuringia. Homes of radical leaders were 
searched and several thousand arrests made.*° 


“” New York Times, February 3, 7, 15, 25, and March 1, 2, 4 and 5, 1933. 
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To what extent the result of the elections was determined 
by these tactics, German observers themselves found it diffi- 
cult to agree. Whatever the decisive influences, the gains 
made by the National Socialists were impressive. The follow- 
ing table shows the seats in the Reichstag won by each party 
in the elections of March, 1933, and in the three preceding 
elections—including those of September 14, 1930, when the 
first important Nazi victories warned Western Europe that a 
formidable new force had appeared in German politics.** 


j 





Sept. 14, July 31, Nov. 6, Mar. 5, 
1930 1932 1932 1933 
The Right 
National Socialists.......... 107 230 196 288 
eee 41 40 54 52 
German People’s party....... 30 7 II 2 
GermanCountry People’sparty 21 
BS po paca kta cosateabacx 5 I 
204 277 262 342 
The Center 
SE eres See ee 69 75 70 74 
Bavarian People’s party...... 19 22 20 18 
Christian Social party........ 14 3 5 4 
State party (Democratic)..... 22 4 2 5 
BCOMGUNIC POREP. 2 osc neces 23 2 I 
RN foc acdoncckavcns ces 6 2 3 3 
153 108 101 104 
The Left 
Social Democrats............ 143 133 121 120 
EE OORT OTT 77 89 100 81 
220 222 221 201 
Total Reichstag............ 577 607 584 647 


From these figures it is evident that in March, 1933. the 
National Socialists gained 58 seats over their previous high 


“ Europa Yearbook, 1, 181. 
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mark of July, 1932. This gain was not made at the expense 
of their allies, the Nationalists, for this party increased its 
own representation by 30 per cent during the same period. 
The Nazis won their victory chiefly at the expense of the 
Left parties, of the conservative parties other than the Na- 
tionalists, and of the small ‘‘fancy fractions,” which the 1933 
elections practically wiped out. Between them, the Nazis and 
the Nationalists won 340 seats—sixteen more than the 
number required for a majority. 

The achievement of this narrow but decisive margin of 
control was the signal for an outburst of nationalist demon- 
strations by the victors. Inevitably, these demonstrations were 
directed principally against German Jews; for Hitler had 
preached anti-Semitism for twelve years as vehemently as he 
had denounced the Versailles Treaty, and the enemy at home 
was nearer at hand, and more easily dealt with, than the foe 
across the border. In many parts of Germany self-appointed 
groups of Nazis seized upon this opportunity to complete 
the triumph of their party, each according to its lights. In 
many cases Jews were expelled from universities and public 
offices. In other cases they found their homes searched and 
their property damaged or destroyed. That acts of lawlessness 
and violence occurred was admitted by the same spokesman 
of the new government who insisted that they were negligible 
in number and that efforts were being made to enforce disci- 
pline and order. 

Due to the censorship which the government had imposed 
on foreign correspondence as well as on the German press, 
rumors multiplied and fears outside of Germany increased. 
This was particularly true in the case of the United States. 
Mass meetings held in various cities adopted resolutions 
deploring acts of anti-Semitism. Three resolutions were intro- 
duced in Congress calling for a formal protest by the Ameri- 
can government. In these circumstances, the State Depart- 


“Captain Hermann Wilhelm Goering, Minister without portfolio, March 
25. New York Times, March 26, 1933. 
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ment announced on March 21 that it had asked the United 
States Embassy in Berlin for a report of events in Germany 
since the elections. 

On March 26 the department summarized the information 
it had received in reply to this request.** There had been for 
some time “considerable physical mistreatment of Jews,” as 
well as “picketing of Jewish merchandising stores and in- 
stances of professional discrimination.” Hope was expressed, 
however, that the situation was improving. During these first 
weeks of the new régime foreign protests against anti- 
Semitism were answered both by denials from the new gov- 
ernment in Berlin that race persecution would be sanctioned 
and by warnings from National Socialist headquarters in 
Munich that an economic boycott of Jews in Germany would 
be instituted unless foreign protests ceased. Such a boycott, 
“tolerated but not supported by the government,’** was 
actually instituted on April 1. While it was limited only 
to a single day, and apparently abandoned then in deference 
to foreign sentiment, it was followed by official acts which 
drastically limited the rights enjoyed by Jews in Germany 
and bore down hard upon their means of livelihood. 

Meantime, in a different sphere of action, the new gov- 
ernment moved rapidly to consolidate the power it had won 
in the election. There was no need for a coup d’état. During 
the campaign Hitler had frankly proclaimed his intention to 
seek a grant of complete authority, in the event of his 
victory at the polls, and his allies, the Nationalists, were 
ready to codperate with him in attaining this objective. 

On March 21, two weeks after the election, the new 
Reichstag was consecrated in the Garrison Church at Pots- 
dam, a setting long and intimately associated with the 
Hohenzollern monarchy and spiritually at the opposite pole 

“Department of State Press Release, March 26, 1933. 

“ New York Times, March 29, 1933. 

“Cf. the “White Book’ prepared by the American Jewish Committee, 


listing decrees limiting or prohibiting the employment of Jews in the pro- 
fessions, the state services, the schools, etc. 
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from Weimar, birthplace of the republican Constitution. The 
Socialists, second largest party in the Reichstag, with three 
votes to Hitler’s seven, absented themselves from this cere- 
mony. The Communists were either in seclusion or in jail. 
Brown-shirted Nazis, Stahlhelm veterans, and Reichswehr 
infantry paraded the streets of Potsdam. The republican flag 
had disappeared, and the Nazi swastika and black-white- 
and-red flag of the former Empire flew side by side. The occa- 
sion was hailed by the Chancellor as evidence of ‘the na- 
tional resurgence” of the German people.*® 

Two days later the Reichstag hastily adopted by a vote of 
441 to 94 an enabling act which gave the existing Cabinet of 
National Socialists and Nationalists authority to make laws 
by decree over a period of four years, if not meantime dis- 
missed. Theoretically, the Cabinet could be dismissed by the 
President. Actually, it received, from a Reichstag which at 
once adjourned indefinitely, formal recognition of its power 
to experiment with a solution of economic problems which 
still weighed heavily upon Germany, and to question, in that 
country’s name, the premises and conclusions of the Treaty 
of Versailles. 


“ New York Times, March 22, 1933. 
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CHAPTER THREE 


THE VERSAILLES SYSTEM: THE DIVISION OF EUROPE 


1. Foreign Policy of National Socialism 


For the European nations principally concerned with main- 
taining the Treaty of Versailles the rise of National Social- 
ism in Germany raised grave doubts. These nations in- 
cluded France, which had been enabled by her victory in the 
war to recover Alsace-Lorraine, to demilitarize the Rhine, 
to reduce Germany's armies and to fortify herself with new 
allies in Central Europe; Belgium, whose interests were 
closely tied to those of France; Rumania, which had greatly 
extended her western frontiers; and the three succession 
states—Poland, Czechoslovakia, and Yugoslavia—all of 
which had gained territory at the expense either of Germany 
or of the old Austro-Hungarian Empire. 

These nations constituted the chief defenders of the exist- 
ing order in the post-war diplomacy of Europe. Their policy 
throughout the whole period from 1919 forward had logi- 
cally been directed toward maintaining the treaties imposed 
on the defeated nations. For more than a decade they had 
succeeded in this purpose with comparatively small conces- 
sions. But in 1932 they had been forced by circumstance to 
yield on larger points. Reparations had been abolished at 
Lausanne in July and equality of status in armaments had 
been granted theoretically to Germany at Geneva in De- 
cember.' Now came the rise to power in Germany of the 
most impatient of all revisionist parties in Europe, precisely 

*Cf. The United States in World Affairs, 1932, Chapters VIII and XII. 
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at a time when France and her co-defenders of the treaties 
had nothing important left to concede except revision of 
European frontiers. 

On this point Herr Hitler's first speech to the new Reichs- 
tag on March 23 was conciliatory. If members of his party 
expected an ultimatum in the name of German nationalism, 
after the elaborately staged ceremonies at Potsdam, they were 
disappointed. To the Reichstag Hitler said that the new gov- 
ernment was “willing to hold out its hand for honest recon- 
ciliation to every nation that is willing to draw the line under 
the sad past.” It hoped for cordial relations with Great 
Britain, with Italy, with Russia, with France. Where difh- 
culties existed in Germany's relations with these powers the 
government would strive for an adjustment. ““We are con- 
vinced that such an adjustment in our relations with France 
will be possible if both governments tackle the problem in 
a far-seeing manner.” No mention was made of frontiers.? 

The address was deliberately restrained, but its restraint 
failed to quiet fears aroused by Hitler’s victory. The Na- 
tional Socialist party had long been the vigorous protagonist 
of a revision of boundaries. It had violently attacked suc- 
cessive governments in Germany for failure to obtain such 
revision, and had placed at the head of its program of 
“Twenty-five Points” the three following demands: 


1. The union of all Germans, by right of self-determination, in 
one Great Germany. 

2. Equality of the German people with all other nations and 
the consequent abrogation of the Treaties of Versailles and St. 
Germain. 

3. Land and territory sufficient for the feeding of our people and 
for settlement by our surplus population.® 


The first of these three points contemplated the union 


* New York Times, March 24, 1933. 

* The Twenty-five Points in the official program of the National Socialist 
party were published in Alfred Rosenberg’s Wesen, Grundsdtze und Ziele 
der N. S. D. A. P. Das Programm der Bewegung erweitert durch das 
Agrar programm, Munich, 1930. 
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of Germany with Austria. The second was aimed not only 
at equality of armaments but at revision of the treaties which 
had cut a corridor across Germany and distributed territory 
formerly belonging to Austria among the succession states. 
The third sought the restoration in whole or in part of Ger- 
many’s lost colonies. 

No mention of these three points appeared in the address 
to the Reichstag of March 23. But Germany’s neighbors did 
not fail to note that Hitler had chosen to close his campaign 
for the election of this Reichstag by making a speech at 
K6nigsberg in East Prussia. Bonfires had burned on the Ger- 
man sides of the Polish Corridor on the night before the 
election. Three Junker airplanes had carried Hitler and 
several of his chief aides across the narrow strip of territory 
which divided Germany into two parts. The meeting which 
welcomed these leaders of National Socialism heard from 
the lips of fervent orators that it was “not by mere coinci- 
dence” that Hitler had chosen to address his final appeal to 
the German electorate from “this outpost of the Fatherland, 
severed from it by the disgraceful Treaty of Versailles.’ 


2. European Diplomacy in the Early Months of 1933 


The victory of National Socialism thus increased the po- 
litical tension already existing in Europe and sharpened the 
line of disagreement between the revisionist states and the 
defenders of the status quo. Other influences tended in the 
same direction. Three years of severe depression had 
strengthened the spirit of nationalism in all European coun- 
tries by giving nationalism an economic motive as well as an 
emotional force, and by seeming to justify it on economic 
grounds. At the same time the impotence of the League of 
Nations in curbing the nationalist ambitions of Japan in the 
Far East had added to the skepticism with which both the 
satisfied and the dissatisfied nations of Europe viewed the 
existing machinery of peace. Europe’s nerves were on edge, 

*New York Times, March 5, 1933. 
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and during the months immediately before and after the 
German elections a series of events described in the Conti- 
nental press as “incidents” increased the prevailing uncer- 
tainty. 

One of these incidents was the so-called Hirtenberg affair. 
Early in January, 1933, at the beginning of the same month 
in which Hitler took over the reins of authority in Berlin, 
the Socialist press of Austria charged that a shipment of 
50,000 rifles and 200 machine guns had been sent from Italy 
to a munitions factory near Vienna, en route to Hungary. To 
this charge the Austrian government issued several different 
denials. It asserted that the weapons consisted of antique 
Austrian war material which had been sent to a munitions 
plant at Hirtenberg to be repaired, in order to provide work 
for Austrian labor.® It also asserted that private Italian firms 
had sent some old arms to Hirtenberg for the same purpose, 
and that it had assumed they would go back to Italy when 
repaired, and not to Hungary.® A series of formal diplomatic 
inquiries and an exchange of notes ensued. It was pointed out 
that the Treaty of St. Germain prohibited the transport of 
munitions across Austrian territory. It was stated by the For- 
eign Minister of Czechoslovakia that the number of rifles in- 
volved was 180,000 and not 50,000, as previously reported.” 
It was asserted by Italian newspapers that large shipments 
of arms had crossed Austria, en route from Czechoslovakia 
to Yugoslavia. 

In the end the incident was terminated by the suspension 
of an Austrian railway official and the assurance of the Aus- 
trian government that whatever arms had been received from 
Italy would be returned. But for the European press the affair 
had larger implications. It was interpreted in Paris and in 
Central Europe as evidence of a military understanding be- 
tween Hungary and Italy, to which Austria had in this in- 

5 New York Times, Januaty 10, 1933. 


®* [bid., February 3, 1933. 
" Ibid., February 9, 1933. 
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stance lent assistance. Suspicion of such an understanding 
was encouraged by the fact that both Hungary and Italy were 
known to be dissatisfied with existing frontiers. Hungary had 
lost more than two-thirds of its territory and a third of its 
population when the Hapsburg Empire was dismembered. 
Italy had been on the side of the victors in the war, but had 
gained less than most of its associates in the post-war settle- 
ment at Paris. A comparatively small extension of territory 
in the north had failed to compensate Italian opinion for the 
denial of more important territory. 

Accordingly, it was not difficult for the European press to 
read into the Hirtenberg arms incident fresh evidence of 
forces working for revision of existing frontiers. The con- 
cern of nations opposed to such revision was increased when 
the semi-official newspaper of the Fascist government in 
Rome, Giornale d'Italia, published an interview with Hitler, 
immediately after his accession to office, expressing his inten- 
tion to “leave nothing undone” in an effort to obtain close 
codperation between Germany and Italy. In this interview, 
published while the Foreign Offices of Europe were still ex- 
changing notes about the Hirtenberg affair, the German 
Chancelior said that he had “always stressed the necessity 
of a cordial relationship with Italy” and was determined, 
now that he had acquired power, ‘‘to realize this aim.’® 
Shortly thereafter it was announced in Berlin that Colonel 
von Papen, Vice Chancellor of the German government, and 
Captain Goering, close associate of Hitler in the Nazi move- 
ment, would visit Rome. 

Actually there were large difficulties in the way of an 
understanding between Italy and Germany on questions of 
revision. Italy had no liking for the first point on the Nazi 
program of foreign policy—the union of Germany and Aus- 
tria. Such a union, creating a German bloc across Central 
Europe, would isolate Italy from the Danube and threaten 
to destroy her influence in the Balkans. It would extend 


®* New York Times, February 4, 1933. 


{st ] 











German authority from the Baltic to the Brenner Pass and 
accentuate the irredentist problem in the Tyrol (annexed by 
Italy from Austria at the close of the war). But if this situa- 
tion created at one important point a profound difference of 
opinion between Italy and Germany, it did not lessen Italy's 
interest in the question of revision. For if Anschluss was to 
be averted, it seemed possible in the spring of 1933 that it 
could be done only by strengthening Austria at the expense 
of the succession states and giving her some reason for 
existence as an independent nation. 

The quickening of Italy's interest in the cause of Austria, 
the conclusions drawn from the Hirtenberg affair, and the 
acquisition of power by the Nazi government in Germany 
were particularly disturbing to the nations constituting the 
Little Entente—Rumania, Czechoslovakia, and Yugoslavia. 
They had long feared a political agreement between Italy 
and the revisionist states. With the possibility of such an 
agreement apparently increasing, they now lost no time in 
perfecting the organization which they had created immedi- 
ately after the war for the purpose of preserving the terri- 
torial gains they had won at Paris. Meeting at Geneva shortly 
after Hitler’s appointment as Chancellor, the Foreign Min- 
isters of these three nations took steps to transform the some- 
what loose alliance of the Little Entente into a ‘unified 
international organization.” A permanent council was estab- 
lished, to serve as ‘‘a directing organ of common policy” in 
the foreign affaits of the three countries. It was agreed that 
they would be represented by a single spokesman in the 
Council of the League of Nations. It was also agreed that 
“every political treaty of each state of the entente, every uni- 
lateral act changing the existing political situation of one 
of the entente states toward an outside state, as well as every 
economic agreement involving important political conse- 
quences,” should “require henceforth the unanimous consent 
of the council of the entente.’”® 


* New York Times, February 15 and 16, 1933. 
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By this act the Foreign Ministers of the Little Entente 
created what was virtually a single federated state in matters 
of foreign policy. This state was second in size to Russia 
among European nations; third in population to Russia and 
Germany, and third in the war strength of its armies to 
Russia and France. The addition of Poland as a fourth mem- 
ber of the entente was hinted in dispatches from both Prague 
and Warsaw. 

Plainly events were strengthening ties between nations 
which feared a revision of treaties as well as between those 
which desired it. The diplomacy of Continental Europe in 
the early months of 1933 recalled the efforts made by two 


groups of uneasy nations to strike a balance of power in the 
years before the war. 


3. The Conference for the Reduction and Limitation of 
Armaments 


The tendency of nationalist sentiment in Europe to crystal- 
lize around the vexed question of revision of treaties was 
evident at this time not only in the signing of new treaties 
and the exchange of notes and diplomatic visits, but in the 
course of events in the world conference on armaments. 

At the beginning of the year this conference stood ad- 
journed, having reached a deadlock in July, 1932, and agreed 
to suspend its formal sessions for a period of six months. 
During this interval the von Papen government had de- 
manded equality of status in armaments for Germany, and 
after lengthy discussions a five-power declaration made on 
behalf of France, Germany, Italy, Great Britain, and the 
United States had supplied a formula which at least for the 
moment satisfied German aspirations.’° 

When the conference reassembled at the beginning of 
February, 1933, von Papen had given way to von Schleicher 
and von Schleicher in turn had succumbed to Hitler. On 
February 2, when the general commission of the conference 
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was called to order, the Italian press was publishing Hitler's 
greeting to Mussolini, the Austrian government was issuing 
its denial in the Hirtenberg arms affair, the Japanese govern- 
ment was preparing a final refusal to codperate with the 
League of Nations, and the Japanese army was massing its 
troops for the invasion of Jehol. It is against the background 
of these events that developments in the arms conferences 
must be considered if they are to be made intelligible. From 
the reassembling of the conference until early March, these 
developments were divided, broadly speaking, into three 
phases: discussion of the French plan for reduction of arma- 
ments, debate in the political commission on the British 
formula for security, and discussion in the general commis- 
sion of the question of land armaments. 


A. The French Plan for Reduction of Armaments 


The first business to come before the conference when it 
reconvened in February was the disarmament plan submitted 
by the French government in the previous November."? This 
plan proposed that the armed forces of Europe be reduced 
to a uniform general type, that of a national short-service 
army with limited effectives. But the realization of this pro- 
gram, which would have involved substantial reduction of 
existing armies, was made to depend upon certain political 
conditions. The proposal to create an international military 
force under the League of Nations, first offered by the 
French government in February, 1932, was repeated with 
some modifications. In addition, the plan called for treaties 
of mutual assistance among the states of Continental Europe, 
for a more precise definition on the part of the British gov- 
ernment of the responsibilities it was ready to assume in the 
maintenance of peace, and for an agreement by the United 
States to help implement the Pact of Paris, at least to the 
extent of binding itself in the event of war to prohibit “direct 

™ The United States in World Affairs, 1932, 251-3. 
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or indirect economic or financial relations with the aggressor 
country.” 

The position taken by the different powers on this French 
proposal, when it was brought before the conference in 
February, clearly reflected the existing political disagreement 
on the Continent and the desire of nations less immediately 
interested in its motivating cause, the question of treaty re- 
vision, to temper this disagreement without becoming in- 
volved in it. 

The plan was presented to the conference on February 2 
by a member of the French delegation, M. Massigli, who re- 
stated the familiar thesis of his government that effective 
reduction of armaments was necessarily contingent upon satis- 
factory guarantees of political security.’* M. Bene’ of Czecho- 
slovakia, as well as the delegates of Rumania and Yugo- 
slavia, promptly supported the French position and particu- 
larly endorsed the proposal for new treaties of mutual as- 
sistance among the states of Continental Europe. But the 
delegates of Italy and Germany had little to say in favor of 
such treaties. Speaking for Italy, Baron Aloisi said that his 
country could not contemplate Continental obligations if 
Great Britain held aloof. Herr Nadolny of Germany thought 
that enough treaties were already in existence to provide a 
basis for reduction of armaments, and repeated his country’s 
claim for equal status. Both the Italian and the German dele- 
gates suggested that disarmament would in itself give 
Europe a greater sense of security than could be obtained by 
adding new treaties to those already in existence.’* 

The question thus raised was whether security logically 
preceded disarmament or disarmament security. The two 
chief powers outside of the Continent, Great Britain and the 
United States, welcomed any progress which the Continental 
nations could make toward answering this question for them- 


8 Minutes of the General Commission, 1933, Il, 223. Referred to hereafter 
as Minutes. 
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selves, but could lend no direct assistance. Speaking for 
Britain, Captain Anthony Eden said that his government be- 
lieved “‘that in its membership of the League of Nations and 
its signature of the Locarno Treaty it had gone as far as it 
could and should in assuming definite commitments in 
Europe.” He could “give no hint of encouragement, there- 
fore, that it will be possible for us to modify this attitude or 
to undertake new obligations and new commitments to 
which, as I believe, public opinion of my country is unalter- 
ably opposed.”** On behalf of the United States, Mr. Hugh 
Gibson read a brief statement in which he said that since 
regional agreements were the basis of the plan, the American 
government was not called upon at this time to offer any 
comment on its own position, for ‘‘to do this before the basis 
itself is established would be hypothetical rather than real.’ 

The French plan was discussed from February 2 to Febru- 
ary 8, but no progress was made toward an agreement. 


B. The British Formula for Security 


In an effort to solve the problem of security by other means 
than new pledges of mutual assistance, the British govern- 
ment had proposed, shortly before the conference recon- 
vened, a new convention or series of conventions embodying 
“a solemn affirmation, to be made by all European states, 
that they will not in any circumstances attempt to resolve 
any present or future differences between them by resort to 
force.”?® With the French plan blocked at least temporarily 
by conflicting opinions, this proposal was now brought be- 
fore the conference for discussion. 

By the Pact of Paris, not only the European states but 
nations everywhere had already agreed not to resort to war 

™% Minutes, II, 223. 

* Ibid., 251. 

* League of Nations Publication, Official No. Conf. D 154. In the five- 
power declaration of December 11, 1932, Great Britain, France, Germany, 
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in an attempt to resolve their differences. But this pledge had 
not prevented the movement of troops, the invasion of 
frontiers, and the waging of great battles on two continents 
by nations which refused to admit that they had gone to 
war. The consequent demonstration of the weakness of the 
Pact of Paris had robbed many nations of the belief that it 
provided an adequate guarantee of security. The broader 
phrase, “resort to force,” was now chosen deliberately by the 
British government in order to avoid controversy over the 
question of whether aggressive action taken by any nation 
amounted to an actual state of war. In the opinion of the 
chief British delegate at the arms conference, anything in the 
nature of an elaborate technical definition of “force’’ would 
be out of place. The formula was simple enough to enable 
public opinion to be mobilized in condemnation of the de- 
faulting state. The proposal was limited to Europe because 
it was designed primarily to meet the European aspect of the 
problem of security.’? 

Criticism of the British plan was expressed on several 
grounds. The French delegate found in it no satisfactory 
substitute for guarantees of mutual assistance, although he 
welcomed it as a step in the right direction. Several dele- 
gates objected to limiting the proposal merely to European 
states; they argued that this would imply approval of the use 
of force in other areas and cast new doubt on the meaning 
of the Pact of Paris. It was also objected that an unequivocal 
declaration against “resort to force” would conflict with pro- 
visions for the use of force against aggressor states under au- 
thority of the Covenant of the League and the Treaties of 
Locarno. 

In order to meet this last objection, it was proposed specifi- 
cally to sanction the use of force in such cases. But the Ger- 
man delegate was unwilling to approve mention of the 
Locarno Treaties in this connection, arguing that they neu- 
tralized only the German and not the French side of existing 
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frontiers, and thereby ignored Germany's claim to equal 
status. After much argument a compromise text was drafted, 
omitting reference to the Locarno Treaties, but attempting 
indirectly to reassure the French on the score of the omis- 
sion. This text, pledging the European nations “not in any 
event to resort as between themselves to force as an instru- 
ment of national policy,” was adopted by the political com- 
mission of the conference on March 2, with twenty-six na- 
tions voting favorably and none opposed, but many 
abstaining.’® 

Two days later the French belief that this agreement was 
inadequate, particularly in view of its failure to reaffirm 
the Locarno Treaties, was clearly revealed when the chief 
delegate of France moved to revive his government's proposal 
for mutual guarantees of assistance. On March 7 this ques- 
tion was put to a test in the commission. Delegates of four- 
teen nations approved the French plan in principle. Dele- 
gates of five nations voted against the proposal. It was 
significant that among these five were three of the chief re- 
visionist states of Europe: Germany, Italy, and Hungary. It 
was also significant that delegates of these nations promptly 
refused to accept places in a small committee appointed to 
draft the treaties of mutual assistance which the commission 
had thus approved. In this embarrassing situation the French 
delegate moved to avoid the possibility of an open break by 
.proposing that the work of the drafting committee be de- 
ferred, pending the discussion of other questions.’® 


C. The Question of Land Armaments 


Contemporaneously with its discussion of security, the 
conference also considered the problem of land armaments. 
This question was brought before it by that section of the 
French plan which called for reduction of the armed forces 


* League of Nations, Information Section, No. 6244. 
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of Europe to a uniform general type: a national short-term 
conscript army with limited effectives. 

In support of this proposal, the French delegates argued 
that a short-term conscript army was essentially a less aggres- 
sive force than a small standing army of professional troops. 
The latter was always prepared. It could be mobilized in 
secret, since its soldiers remained constantly armed, and 
could be used to strike quickly against a vulnerable foe. By 
contrast, a conscript army with short terms of service was a 
defensive instrument, since it could be mobilized only slowly 
and its mobilization could not be kept secret. France, there- 
fore, in favoring the standardization of European armies, and 
in proposing their reduction once standardization had been 
obtained, had chosen as the most desirable model the non- 
professional army with limited effectives. Admittedly such an 
army implied compulsory service, and it might be feared that 
this would encourage the military spirit. But events had 
shown that militarism did not develop only in nations which 
resorted to compulsory service, but might also exist in other 
nations where associations, legal or tolerated, ‘‘encouraged 
a militaristic spirit perhaps even more than compulsory mili- 
tary service.”*° This, of course, meant the Steel Helmets and 
the Nazi troops in Germany. 

In one sense, debate on the French proposal was academic, 
since the French plan itself made any reduction of armies de- 
pendent on a political agreement to guarantee security, and 
no such agreement was in sight. But even in a debate which 
had this academic quality, familiar disagreements reappeared. 
Both the Germans and Italians wished to discuss the question 
of artillery, tanks, and other war material either before or 
contemporaneously with the discussion of armies. The Ger- 
mans insisted that the decisive factor in determining the 
offensive or defensive character of an army was not its or- 
ganization but the material at its disposal.?* The Italians 


*” Minutes, Il, 276. 
™ League of Nations, Information Section, No. 6222. 
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argued that no measure for the reduction of armaments could 
be effective if it were not applied essentially to material.” 
When, despite these objections, the conference decided to 
pass over the question of war material and to consider first 
the question of army organization, the votes of Germany, 
Italy, and Hungary were cast in opposition. 

Even on this narrower front French and German opinion 
was in conflict. France distrusted the combination of a pro- 
fessional army and large semi-military organizations of the 
sort which had flourished in Germany since the war. Ger- 
many, which had long complained of those sections of the 
Versailles Treaty forbidding her to resort to universal mili- 
tary service and compelling her to maintain a professional 
army, was now reluctant to accept the system which France 
and the other victors in the war had originally denied her. 
The German delegate at the conference argued that a uni- 
form military system for Europe was less important than a 
substantial reduction of the larger armies. Commenting on 
the implied French reference to the Nazis and Steel Helmets, 
he declared that he “could not permit any stricture whatever 
or even a shadow of a stricture on his country’s conduct.” 

Under these conditions little progress was made with any 
phase of the discussions. By the middle of March the con- 
ference was as far from agreement on all essential points as 
it had been when it reconvened in the first week of February. 
Meantime, the unmistakable disagreement between two 


groups of Continental powers spread apprehension through- 
out Europe. 


4. The New British Plan for Reduction of Armaments 


It was in these circumstances that the British government, 
convinced that there was grave danger in permitting events 
at Geneva to drift in the direction of an open break, deter- 
mined to intervene in the work of the conference. This de- 


2 Minutes, II, 276. 
% Ibid., 288. 
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cision was made on March 3. Following a Cabinet meeting 
on that day, it was announced that Mr. Ramsay MacDonald 
and Sir John Simon, as Prime Minister and Secretary of 
State for Foreign Affairs, would proceed to Geneva to join 
the British delegation temporarily, ‘‘deeply impressed by the 
necessity of giving all possible assistance to enable the con- 
ference to reach an early decision.” 

On March 16 Mr. MacDonald reached Geneva and in an 
address before the conference appealed to its delegates ‘‘to 
turn the tide of fear” which was rapidly increasing in Europe. 
“Armed nations must be prepared to make their contribution 
in disarmament. Disarmed nations must be prepared to make 
their contribution in helping to establish confidence, good- 
will, security, and mutual understanding.” To this second 
group of nations he held out the hope of treaty revision, ‘‘not 
at the point of the bayonet, but revision at the point of reason 
expressed and exchanged across the table.” It was essential 
for “both sides” to make “their characteristic different con- 
tributions toward the same goal.” Failure to reach an agree- 
ment “would let loose the passion that, makes for war.” 
Because it believed this to be evident, and because it was con- 
vinced that “‘little further progress could be made unless 
somebody, some delegation, or some group of delegations 
were bold enough to present a complete plan,” the British 
government was prepared to submit ‘what it thinks would 
be a general conspectus of such a comprehensive scheme.’ 

This general conspectus, submitted to the conference con- 
temporaneously with Mr. MacDonald’s address, took the 
form of a draft convention of ninety-six articles.” The ques- 
tion of security was dealt with briefly in the first six articles, 
in which the British government suggested that in case of a 
violation or threat of violation of the Pact of Paris, a con- 
ference of its signatories might be called at the request of 
any five of them, including at least one great power. This 
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*® Conf. D. 157. 


[6x] 








conference, summoned through League machinery, would 
attempt to agree on steps to be taken to avert a threatened 
breach of the pact or to determine the aggressor in case of 
an actual breach. In order to be valid, decisions would re- 
quire the concurrence of all of the great powers”® and of a 
majority of the other nations participating, exclusive in each 
case of the parties to the dispute. 

In the matter of land forces, the British plan adopted the 
French proposal that all Continental armies be standardized 
on a uniform militia basis. It proposed that this be accom- 
plished gradually over a period of five years. But it went be- 
yond the French proposal in suggesting a concrete plan for 
limitation. Here it proposed that the “average daily effec- 
tives” should not exceed: for Germany, 200,000; for France, 
200,000 at home and 200,000 overseas; for Italy, 200,000 at 
home and 50,000 overseas; for Poland, 200,000; for 
Czechoslovakia, 100,000; for Yugoslavia, 100,000; for 
Rumania, 150,000; for Hungary, 60,000; for Russia, 500,- 
ooo; and for other European nations, numbers varying in ac- 
cordance with their population and colonial responsibilities. 
Equality in home forces would thus be granted to Germany, 
France, Italy, and Poland. 

The British plan also proposed limitations on the size 
of mobile land guns, tanks, and aircraft, the abolition of air- 
plane bombing and chemical warfare, and the limitation of 
naval building pending another conference. France and Italy 
would be brought within the framework of the London 
Treaty. Provision was also made for a permanent disarma- 
ment commission, one of whose functions would be to super- 
vise the execution of the proposed agreement. 

In the field of existing armaments, the British plan thus 
aimed to combine French preference for the militia system 
with German insistence on equality of status, on actual reduc- 
tion of the larger armies, and on limitation of war material 


™ As defined in the British plan, the great powers included the United 
States, Great Britain, France, Germany, Italy, Japan, and Russia. 
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as well as of effectives. In the larger field of political secu- 
rity it neither provided France with the mutual guarantees 
which she had asked nor gave Germany and the other re- 
visionist states any reason to believe that the existing frontiers 
of Europe could more readily be altered. 


5. The British-Italian Discussions in Rome 


While the delegates at Geneva were reporting these pro- 
posals to their governments, Mr. MacDonald visited Rome. 
His purpose was to ease the tension which had been created 
not only in the arms conference but in all European capitals 
by Italy's direct or indirect support of the German position 
at Geneva. 

On March 19 and 20 he discussed with Premier Mussolini 
the questions of security and revision of treaties. These dis- 
cussions were confidential but not secret. Efforts were made 
to keep the French government, especially, informed of what 
was being said. Before starting to Rome, Mr. MacDonald had 
persuaded the French Premier, M. Daladier, to come to 
Geneva in order to discuss with him the purposes of his 
Italian visit. During his stay in Italy he requested the British 
Ambassador in Rome to keep his French colleague informed 
concerning each day’s developments. On his departure from 
Italy he conferred with M. Daladier in Paris on a proposal 
which he had found the Italian government prepared to dis- 
cuss with him as soon as he reached Rome. 

No official text of this proposal was issued by the For- 
eign Offices, but an unofficial text which had all the earmarks 
of authenticity was published by the press.’ It consisted of a 
draft treaty presenting the Italian formula for security and 
revision. By this treaty Germany, Italy, France, and Great 
Britain would “undertake to realize among themselves an 
effective policy of codperation with a view to the mainte- 
nance of peace in accordance with the spirit of the Briand- 
Kellogg pact and the ‘no force’ pact.” But they would also 

"Cf. New York Times, March 31, 1933. 
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recognize “equality of rights” for Germany in armaments 
and “confirm the principle of revision of the peace treaties 
in accordance with the League of Nations Covenant, in case 
a situation susceptible of leading to a conflict among states 
should arise.” In any such revision they pledged themselves 
to act “in a spirit of mutual comprehension, solidarity, and 
reciprocal interest.” 

This Italian proposal merely contemplated making use of 
machinery for the revision of treaties already provided by the 
League Covenant in Article XIX. Nevertheless, any sugges- 
tion of revision was naturally and properly interpreted in 
Central Europe and in Paris as a potential threat to territorial 
gains consolidated in the post-war treaties. The permanent 
council of the Little Entente promptly expressed “‘regret at 
the idea that a revisionist policy had been stressed in the re- 
cent negotiations,” and deplored ‘‘agreements aiming to dis- 
pose of the rights of third parties.”** The Paris press, with 
comparatively few exceptions, showed disapproval and 
alarm; thus the semi-official Temps envisaged the smaller 
European states “reduced to international servitude,” and the 
Journal des Débats insisted that the Italian plan had “for its 
sole object . . . the pillage of France and her allies.””* In 
marked contrast to this attitude was the position taken by the 
French government itself. In an address on the floor of the 
Chamber of Deputies, Premier Daladier acknowledged “the 
perfect courtesy which the Italian Premier had shown 
throughout these negotiations,” welcomed any suggestion 
that might put an end to rivalries “which too often paralyze 
the League of Nations,” and declared that “no treaty is 
eternal . . . what we are seeking is a specific procedure of 
revision; if it is to be pacific it must have unanimous 
consent.’’*° 

Nevertheless, despite this conciliatory attitude on the part 


*® New York Times, March 26, 1933. 
® Tbid., March 23 and 25, 1933. 
™ Ibid., April 7, 1933. 
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of the French government, it was evident from the start that 
the plan discussed in Rome by the British and Italian 
Premiers was not destined to go far in the form in which it 
was originally proposed. In Mr. MacDonald’s eyes it was 
clearly an effort to avert a resort to force, an attempt to dis- 
arm the resurgent nationalism of the defeated nations, a 
method of “removing by negotiation dangers which would 
have to be met eventually anyhow.’*? The plan assumed 
that the succession states could be persuaded that it was wiser 
to give up a small part of their gains than to risk their ex- 
istence in another war. It contemplated revision of treaties as 
the political equivalent of action taken in the economic field 
to write down assets during the depression, or accept a re- 
duction of interest, rather than risk losing everything. 

But against these arguments were others which carried 
greater weight. If pressed to the point of action, the Italian 
plan involved a partial abandonment by France of the sys- 
tem of alliances which she had built up in Europe. It in- 
volved a sacrifice of democratic principles at Geneva, by 
placing the initiative for revision in the hands of the larger 
powers. It involved recognition of the full equality of France, 
Germany, and Italy. It called for a four-power partnership 
in which two nations would ask nothing, unless it was peace, 
while two others might ask in the name of peace what would 
seem a great deal in French opinion. Moreover, it proposed 
these changes precisely at a moment when forces of reaction 
had triumphed in Gerrnany and when any movement toward 
revision would seem to promise concessions to Hitler which 
had been refused for a decade to a democratic and pacific 
Germany. 

It was due chiefly to this last consideration that the Mus- 
solini-MacDonald plan found less support than it would 
otherwise have received in the democratic capitals of Europe. 

™ Address in the House of Commons, March 23, 1933. 
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CHAPTER FOUR 


THE DEPARTURE FROM THE GOLD STANDARD 


THAT the effects of the American banking crisis might extend 
beyond national frontiers had been fully appreciated on both 
sides of the Atlantic. And so, while political tension in 
Europe was increasing during the early months of 1933, eco- 
nomic developments in the United States brought new ques- 
tions of monetary policy suddenly into the foreground of 
international discussion. 

Since the World War it had become customary in many 
commercial countries to plan operations in international 
trade and finance on the assumption that, whatever might 
happen to other currencies, the dollar would remain stable. 
There had been a few occasions, as in October, 1931, and in 
May, 1932, when confidence in American money had been 
weakened temporarily by unusual operations in the for- 
eign exchange markets. These attacks on the dollar had been 
repelled so successfully that its stability seemed assured as 
long as the American banks and the American government 
had resources to defend it. 

Events in March and April forced a revision of this opin- 
ion. On April 20 the defense of the dollar in foreign markets 
was suddenly abandoned and dollar exchange was left to 
seek a lower level without further support from the coun- 
try’s reserves of gold. 

So it is now necessary to sketch briefly the various steps 
which led to the departure of the United States from the 
gold standard. 
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1. Aftermath of the Banking Crisis 


The banking crisis of March was the most severe that the 
United States had ever experienced. It reached its culmina- 
tion during the first half of the month; in the second half, 
as we have noted in an earlier chapter,’ the government’s 
prompt and decisive action to check the panic brought a 
marked reversal of popular feeling and a definite improve- 
ment of the banking situation. But some of the effects of 
the crisis remained. In mid-April gold payments were still 
suspended; since the holiday more than 1,300 banks had 
not reopened, and more than 3,600 had opened under restric- 
tions. Approximately 10 per cent of the bank deposits of the 
country were still in the closed banks, and a substantial but 
indeterminate amount was in the banks subject to restric- 
tions. The hoarding of cash had abated but not ceased. 
Money “in circulation” at the middle of April was about 
20 per cent less than at the peak of March 4, but was still 
about 7 per cent greater than on February 1. 

In the meantime the flow of gold had been reversed. Be- 
tween March 4 and April 19 some 71 million dollars had 
been added to the monetary gold stock. During the two 
years preceding this crisis hoarding had caused a steady 
increase in the amount of money in circulation, but there 
had been no appreciable demand for gold. The fact that 
notes were hoarded rather than gold showed that it was 
confidence in the banks rather than in the dollar that was 
lacking. In the first quarter of 1933, however, there had 
been a growing public demand for gold coin and gold certifi- 
cates.? Lack of confidence spread from the banks to the dollar 
itself, though the demand for gold for purposes of hoarding 


*Cf. Chapter II. 

* Between February 1 and March 4 the amount of gold coin in circula- 
tion increased from 480 millions to 626 millions, and the amount of gold 
certificates outstanding increased from 591 millions to 763 millions, The 
total increase im gold coin and gold certificates during a period of five weeks 
thus amounted to 318 millions. 
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was still moderate in comparison with the demand for other 
forms of currency. 

The President’s proclamation of March 6 put an end to 
further withdrawals of gold coin and certificates from the 
banks. Two days later the Federal Reserve Board called upon 
the Reserve banks to furnish lists of persons who failed by 
March 13 to redeposit whatever gold or gold certificates they 
had withdrawn.* On March 10, the day after he had obtained 
confirmation by Congress of his extraordinary authority over 
the money and banking systems, the President issued an 
executive order forbidding the exportation of gold except 
under license from the Secretary of the Treasury. These 
measures resulted in a substantial decrease of gold hoarding 
and a return flow of coin and certificates to the Treasury 
and the Reserve banks. By April 5 the amount of gold coin 
and certificates in circulation was 326 millions less than on 
February 1, but some 745 millions were still outstanding. 

In order to reduce this amount, the President issued a new 
executive order calling for the return by May 1 of all gold 
and gold certificates still in circulation, under penalty of a 
heavy fine or imprisonment. Those surrendering their hold- 
ings would of course obtain the equivalent in other forms of 
currency. The order against hoarding was a logical sequence 
of the Emergency Banking Act, though it was challenged by 
those who regarded it as an infringement of personal liber- 
ties. Gold in hoarding was clearly serving no useful purpose, 
and its transfer to the Federal Reserve banks would, in the 
words of the Treasury Department, result in ‘‘further 
strengthening of the banking structure” and add to its 
“power of service toward recovery.’* 

As a result of these efforts to withdraw gold from private 
hands, monetary gold outstanding fell to the lowest figure 
in ten years, and the total gold holdings of the Treasury and 


® The date was later extended to March 27. Cf. Federal Reserve Bulletin, 
April, 1933, 213. 
* Ibid., 315. 
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the Federal Reserve banks rose substantially above the level 
of the boom years 1928-29, a period in which many econ- 
omists and financiers regarded the country’s gold stock as 
excessive. 

Suspension of gold payments did not mean necessarily that 
the country had suspended the gold standard. Indeed, Secre- 
tary of the Treasury Woodin explicitly declared at this time 
that the country was still on a gold basis.* During the six 
weeks following the proclamation of March 6 a vast im- 
provement took place in the condition of the Federal Re- 
serve banks as well as in the currency situation.® In spite of 
its many weak spots, the banking system as a whole ex- 
hibited many elements of strength. The changes for the bet- 
ter attested the passing of the panic. There is reason to 
believe that the curb on gold exports had contributed mate- 
rially to the result. At the acute stage of the crisis, during 
the first three days of March, the monetary gold stock of the 
United States had declined by 138 millions, mainly because 
of exports and earmarking for foreign account. The gold 
embargo checked this movement.’ 


2. Gold Hoarding after the Crisis 


It was not a foreign demand for gold, however, which 
played the dominant part among influences which were now 
leading toward the suspension of the gold standard by the 


5 New York Times, March 6, 1933. 

* Between March 4 and April 19 the total cash reserves of the twelve 
Reserve Banks rose from 2,802 millions to 3,581, a gain of over 25 per cent. 
Borrowings by the member banks fell from 1,432 millions to 414 millions, a 
decrease of 71 per cent. Excess reserves increased from 416 millions to 
1,259 millions, a 200 per cent increase. In this period also the Federal 
Reserve note circulation decreased by 1,224 millions. This contraction was 
offset only in slight degree by issues of new currency authorized by the 
Emergency Banking Act and designated as Federal Reserve bank notes. The 
total of these issues on April 19 amounted in round numbers to only 24 
millions. 

* The ban on exports was not absolute. Gold earmarked prior to the sus- 
pension of specie payments was regarded as the property of the foreign 
central banks to whose credit it was held and was not subject to the embargo. 
The Treasury Department was also authorized to permit other exports within 
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United States. Even without the embargo, the country was 
well fortified against any large and permanent loss of gold 
through existing foreign claims. This was clearly indicated 
by its position v7s-d-vis other nations. 

The total amount of gold earmarked for foreign account 
in the Reserve banks is not published in their weekly state- 
ments, but can be roughly estimated from certain published 
data. Such estimates indicate that the amount in New York 
at the middle of April was between 320 and 350 million 
dollars,* or approximately 8 per cent of the total gold stock 
of the United States. A large part of this was believed to be 
held for British account. But since earmarked gold is 
not counted as part of the country’s holdings, its withdrawal 
would have had no effect on banking and credit resources. 

In one respect the monetary situation in the United States 
at this time was stronger than it had been for several years. 
Before the onset of the depression in 1929 foreign investors, 
especiaily in Belgium, France, the Netherlands, and Switzer- 
land, had kept a large volume of liquid funds on deposit in 
the United States. These funds were subject to withdrawal 
on short notice, and at their peak in 1929 they were authori- 
tatively estimated at more than 3,000 million dollars. That 
these highly sensitive and mobile credits were an element of 
danger had been clearly shown on two occasions. In the 
autumn of 1931 Great Britain’s abandonment of the gold 
standard was followed by huge withdrawals of short-term 
funds from the United States, because foreign banks then 
hastened to reduce their holdings of exchange and mobilize 
their assets in gold.’ A similar but less violent movement 
occurred during the spring of 1932,’ when numerous bank 
failures and the apparent unwillingness of Congress to bal- 
ance the budget destroyed foreign confidence in the dollar 
temporarily and led to a further repatriation of short-term 

* Commercial and Financial Chronicle, CKXXVI, 2851, April 29, 1933. 


* The United States in World Affairs, 1931, 213-215. 
* Ibid., 1932, 113-118. 
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funds by foreign lenders. By the end of 1932 foreign bal- 
ances had been reduced practically to the minimum required 
for ordinary business transactions, and the United States had 
become the chief creditor on both short-term and long-term 
account. During the three preceding years American bor- 
rowers had repaid some 2,200 million dollars of the short- 
term debt which had been accumulating since 1920, as in- 
vestors overseas sought safety in the dollar or were attracted 
by high interest rates in the American market. On this point 
the annual report of the Federal Reserve Bank of New York 
for 1932 said: 


The monetary gold stock of the United States at the close of the 
year 1932 was approximately $500,000,000 less than the peak figure 
of $5,015,000,000 in September, 1931. It is interesting to note, 
however, that since that date there had been a substantial reduction 
of foreign short-term balances in this market, so that the country’s 
gold stock, in relation to foreign and domestic claims, probably 
was larger on December 31, 1932, than at any time in recent years.14 


The withdrawals of short-term credits from the United 
States probably had a deflationary effect, but they also re- 
moved a threat to the country’s gold holdings. There was 
still a large amount of long-term American securities in the 
hands of foreign investors which might be employed for 
withdrawing gold, but no accurate data are available with 
regard to the total amount of such securities. 

Gold can also be withdrawn from a country in payment 
for an excess of imports over exports, or for an excess of 
all debit items over credit items in the country’s international 
account. The situation of the United States in this respect 
offered no threat to its gold holdings. While both imports 
and exports during the first quarter of 1933 were about a 
third less than in the corresponding period of 1932, the 
trade balance remained favorable.” 

The country was thus well protected against loss of gold 


“ Fighteenth Annual Report, Federal Reserve Bank of New York, 18. 
“The Balance of International Payments of the United States in 1932 
(U. S. Department of Commerce, Trade Information Bulletin No. 814). 
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through foreign claims. The influences responsible for sus- 
pension of the gold standard were primarily domestic. 


3. The Gold Standard Suspended 


During March and April sentiment in favor of an inflation 
of currency or credit was plainly gaining strength in Con- 
gress. Various inflationary measures were brought forward 
in both houses. Conspicuous among them were a bill by 
Senator Connally of Texas to reduce the gold content of 
the dollar,* and a bill by Senator Wheeler of Montana, 
offered as an amendment to the Administration’s farm relief 
measure, providing for the free and unlimited coinage of 
silver at the ratio of 16 to 1. On a test vote in the Senate on 
April 17 Mr. Wheeler's proposal was so strongly supported 
that a shift of six votes would have given it a majority. If 
the President had not indicated his opposition the bill would 
probably have passed, for a number of those who voted 
against it described themselves as silver advocates, but stated 
that they were willing to await the Administration’s declara- 
tion of its monetary policy before taking a definite position 
on pending measures. The farm relief bill itself was ex- 
pressly designed to inflate the prices of agricultural prod- 
ucts. 

Belief abroad that Congress would approve inflationary 
measures was reflected in the decline of the dollar in the 
foreign exchange markets. During the first twelve days of 
April the British pound fluctuated narrowly between $3.41 
and $3.42. But on the 13th it rose to $3.44; on the 15th to 
$3.48, and on the 19th to $3.60. Other foreign currencies 
also moved against the dollar. The Treasury Department 
received numerous requests from banks for licenses to export 
gold in order to check the decline of dollar exchange, and 
fair amounts of gold were released for export to England, 
France, Italy, the Netherlands, and Portugal. But the dollar 


* Congressional Record, Seventy-third Congress, First Session, 1104. 
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continued to waver. In terms of sterling it depreciated 5 per 
cent during the week ending April 19. 

In the meantime pressure from those who favored inflation 
rapidly increased. To what extent the Administration felt 
that its hand was being forced by Congress, and to what 
extent it decided that the time had come to seek authority 
to employ inflationary measures in case they seemed neces- 
sary and desirable, are questions upon which different opin- 
ions were expressed. In either case, the President now signi- 
fied to the leaders of the inflationist group in the Senate his 
willingness to accept permissive power to expand both credit 
and currency in order to check the deflation of prices. The 
method followed was that pursued in the case of the farm 
relief and economy programs: a broad grant of power to 
the Executive to choose between several alternative plans 
according to the needs of the occasion. These plans included 
(1) an expansion of credit through purchase by the Federal 
Reserve banks of Federal obligations to a maximum of 3,000 
million dollars; (2) authorization for the Treasury to issue 
an equivalent amount of inconvertible currency through the 
purchase of obligations of the United States; (3) authority 
for the President to reduce by proclamation the gold content 
of the dollar by as much as 50 per cent; (4) authority for 
him to accept in silver, at a price not to exceed 50 cents an 
ounce,’® 200 million dollars in payment of the war debts of 
foreign governments, and (5) power for him to authorize 
the unlimited coinage of silver at a ratio to be fixed within 
his own discretion. 

These plans, embodied in the so-called Thomas amend- 
ment to the farm relief bill, were approved in Congress by 
the large majorities of 64 to 20 in the Senate and 307 to 86 
in the House, and were enacted into law on May 12. But 
before these discretionary powers were vested in the Presi- 


* The market price of silver two days before this measure was introduced 
was 29 cents an ounce; on the day of its introduction the price rose to 
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dent the United States had already suspended the gold 
standard. 

This important step was taken on April 20, when the 
President issued an executive order reimposing the embargo 
on gold exports. The original embargo of March 10 had 
been described by the Secretary of the Treasury as a tem- 
porary measure to relieve an existing emergency. With the 
subsequent licensing of exports it had seemed at first that 
the government intended to maintain the parity of the dollar 
in foreign exchange. But the executive order of April 20 
made clear the fact that it had no such purpose. With this 
order the United States suspended not only gold payments 
but the gold standard as well. The dollar in world markets 
ceased to represent 23.22 grains of fine gold and fell im- 
mediately to a discount of 12 per cent. 

It was evident that the Administration had left gold pri- 
marily on account of domestic considerations and primarily 
because it believed that only by freeing the dollar from gold 
could it check the long deflation of domestic prices. 


4. Comment on the New Monetary Policy 


The reimposition of the embargo on gold and the definite 
suspension of the gold standard naturally met with a varied 
reception in the United States. Many people shared the opin- 
ion that higher prices were essential to recovery and be- 
lieved that such prices could not be achieved if the dollar 
remained linked with gold. They cited the experience of 
England and of other countries which had left gold, arguing 
that in these nations deflation had been checked. Others 
maintained that a considerable recovery of prices in the 
United States had already taken place since the bank holiday 
and they believed that the prevailing trend was definitely to- 
ward higher prices. They cited the fact that between March 
4 and mid-April the average of 784 commodities computed 
by the Bureau of Labor Statistics had reversed its previous 
decline and had risen from 59.6 to 60.3, while many indi- 
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vidual commodities had made much larger gains: cotton ad- 
vancing more than 5 per cent, corn more than 20, wheat 
more than 25, and hides more than 20. 

There was also a wide disagreement on the question of 
whether exports of gold could safely have been permitted 
had the Administration desired to retain the gold standard. 
Here it was argued on one side that American reserves were 
adequately protected by the reduction of foreign balances 
practically to the minimum required for commercial pur- 
poses, and argued on the other that, if exports had been 
authorized, a flight of American capital would have taken 
gold with it and subjected our reserves to a heavy drain. 

In Europe, for reasons readily apparent, conservative 
financial opinion viewed with regret the course of events in 
the United States. The London Times thought that fluctua- 
tions of the paper dollar would ‘‘add a powerful element of 
instability to an already unstable world.”*® The Economist 
declared that the action of the American government had 
made it “more possible than before for the United States 
still further to disorganize world trade. This action is a clear 
invitation to other nations to strengthen their own bargain- 
ing power by putting into force the most drastic and dis- 
agreeable competitive and restrictive measures they can con- 
ceive.”""* In France, the Minister of Finance, M. Georges 
Bonnet, speaking officially for his government, stated that 
“there can not, for a single moment, be any question of our 
abandoning the gold standard.”"* But the semi-official Tem ps 
saw danger in a possible competitive depreciation of the 
dollar and the pound, and expressed the opinion that inter- 
national problems could not be solved or the general eco- 
nomic situation improved by greater monetary instability.’ 
In Germany, where every effort had been made to maintain 
the stability of the reichsmark, the decline of the dollar was 


* Times (London), April 21, 1933. 
* Economist, CXVI, 850, April 22, 1933. 
™% New York Herald Tribune, April 23, 1933. 
Le Temps, April 21, 1933. 
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viewed with great concern; for the French franc, which alone 
among important currencies now remained on gold, played 
a relatively unimportant part in world trade and consequently 
afforded no practical medium for international payments. 

European opinion was patticularly troubled by the sug- 
gestion that the devalued dollar was to be used for bargain- 
ing purposes in negotiations at the forthcoming World Eco- 
nomic Conference. Newspaper dispatches from abroad placed 
so much emphasis on this point that Secretary Hull found 
it advisable to telegraph the American embassies in London, 
Paris, Berlin, and Rome that “‘our recent monetary action 
{should} be understood not as a step in international contest 
or conflict and not as a move to get a weapon in the sched- 
uled international conversations. It was a measure required 
by circumstances and designed to enable us in this country 
to work out an improvement in prices which was essential.””° 

The Secretary added the hope “that other countries, by 
taking suitable monetary measures,” would “assist in pro- 
ducing the desired price movement.” The “ultimate aim” of 
the American government was “not to seek any special Amer- 
ican advantage,” but “to create a price condition under 
which the world can again be prosperous.” 


5. The British Exchange Equalization Fund 


While the departure of the United States from the gold 
standard was interpreted by some European observers as a 
strategic move undertaken primarily for the purposes of 
international bargaining, American opinion was disturbed 
by reports at this time of counter-moves in Europe. Shortly 
after the dollar began its fall, stories appeared in many 
American newspapers concerning specific financial opera- 
tions of the British government supposedly intended to crip- 
ple the foreign trade of the United States. Special emphasis 
was placed on the rapid accumulation of gold by the Bank 
of England. During the seven weeks after March 1, while 


*® Department of State Press Release, April 22, 1933. 
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the United States was losing gold, the holdings of the Bank 
of England increased by 20 per cent and reached the highest 
point on record. This was attributed by a large section of 
the American press to manipulation of the British Exchange 
Equalization Fund. 

This fund owed its existence to the experience of the 
British government after its suspension of the gold standard 
in September, 1931. During the ensuing six months the 
pound had fluctuated from $3.28 to $3.83. Its instability had 
at times offered opportunities to gain enormous profits by 
anticipating the exchange requirements of legitimate busi- 
ness. In December, 1931, there had been especially heavy 
buying of dollars against the pound. This sent sterling to a 
“new low,” and added to the burdens of British debtors who 
then had to make payments abroad and had not covered 
their requirements in advance. 

In order to prevent these violent fluctuations, as well as 
to hold sterling at a level regarded as approximately satis- 
factory to British internal prices and to British foreign trade, 
Parliament in June, 1932, authorized a loan of 150 million 
pounds, to be used under the direction of the Bank of Eng- 
land for stabilizing exchange rates. Operations of this fund 
were necessarily conducted with great secrecy as a safeguard 
against speculators, but there was nothing mysterious about 
the general purpose. If the pound showed signs of weakness, 
the bank would use some of the equalization fund to buy 
sterling exchange and thus steady the price, or it might sell 
some of the exchange of gold-standard countries which it 
had previously acquired and thus force down the price of 
exchange in terms of sterling. If the pound began to appre- 
ciate too rapidly for the good of the country’s business, the 
process would be reversed; that is, the bank would sell ster- 
ling or buy gold-standard exchange, or perhaps combine 
these operations. When the bank acquired dollars and French 
francs, part of the fund was transferred to New York and 
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In this way the pound was kept “pegged” for some time 
at from $3.45 to $3.50. But the resources of the fund were 
not sufficient to maintain this price against major market 
forces, and the bank was forced ‘to suspend its stabilizing 
operations precisely when they were most needed. This oc- 
curred, for example, when the time approached for the 
war-debt payment to the United States, in December, 1932. 
The pound then sank to $3.15, and the British government 
decided to ship gold to New York rather than buy dollars 
at this rate of exchange. 

The decision to pay in gold resulted at once in the heavy 
selling of dollars for sterling, and the pound rose sharply. 
The beginning of the banking crisis in the United States 
subjected the dollar to further pressure, and in order to 
check the resulting rise of the pound the Bank of England 
began to sell sterling and to buy dollars as well as French, 
Dutch, and Swiss currencies. The dollars thus acquired in 
New York were converted into gold and either exported to 
London or earmarked at the Reserve bank. In about four 
months the Bank of England thus acquired over 300 million 
dollars in gold as a by-product of its efforts to stabilize ster- 
ling, but it failed even under the most skilful management 
to prevent the external value of the pound from changing 
violently at times. The most it could accomplish was to pre- 
vent minor fluctuations and to discourage speculation. 

The steady accumulation of gold by the Bank of England 
from January to April, while the American banking crisis 
was at its worst, was widely misunderstood in the United 
States and was erroneously regarded as an attack on the 
dollar. Resentment was not diminished when Mr. Neville 
Chamberlain, the Chancellor of the Exchequer, stated in his 
budget speech of April 25 that it would be necessary to 
increase the amount of the Exchange Equalization Fund. At 
a distance of three thousand miles this appeared to some 
observers to be an act of retaliation on the part of the British 
government in return for the suspension of the gold standard 
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in the United States. In making his announcement, however, 
Mr. Chamberlain asserted that the increase of the fund had 
been “decided upon long before we had any conception that 
the American government might go off the gold standard.” 
He also assured Parliament that the American abandonment 
of gold was in no sense intended as a “club” to force con- 
cessions from other countries, but ‘was prompted by purely 
internal considerations.’ 


6. The Gold-Payment Clause 


British and other foreign creditors in their turn were soon 
nursing a grievance against the United States. Bonds of the 
Federal government and of most state and local governments 
contained a clause specifying payment of interest and prin- 
cipal in “United States gold coin of the present standard of 
value.” Foreign dollar bonds marketed in the United States 
were similarly guaranteed. So long as the country remained 
on a gold basis this clause had only an academic interest, 
but with the suspension of gold payments new questions 
were raised on both sides of the Atlantic. 

On May 2 some 6.5 million dollars in interest on the 
public debt and 239 millions in matured Treasury certificates 
became payable by the Federal government. These obliga- 
tions contained the gold-payment clause, but on May 1 the 
Treasury announced that licenses for the export of gold to 
meet payments on securities held abroad would not be 
issued, inasmuch as “such exports would not be in the public 
interest.” Since domestic holders of government securities 
could receive payment only in paper currency so long as gold 
payments were suspended, it was argued in defense of this 
decision that a differentiation in favor of foreign holders 
would not be justified. In criticism it was said by those who 
disapproved of the decision that the sums involved were 
relatively small and certainly not sufficient to risk a loss of 


" Parliamentary Debates. House of Commons, CCLXXVII, 46-47, April 25, 
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American prestige by failing to meet in gold or its equiva- 
lent payments due abroad. 

The situation was further complicated by the action of 
the Treasury on the same day, May 2, in issuing a new series 
of notes amounting to 500 million dollars and carrying the 
usual promise to pay interest and principal in gold. In ex- 
planation of this apparent inconsistency the Treasury called 
attention to the fact that the new notes would not mature 
until 1936 and suggested that by that time gold transactions 
would probably have returned to normal.” 

Nevertheless, the Administration thought it advisable to 
avoid the embarrassment of issuing additional securities pay- 
able in gold while the government was declining to make 
such payments. A joint resolution was accordingly intro- 
duced in Congress, providing that no future obligations, 
public and private, should be expressed as payable in any 
specific currency.** The same resolution abrogated all con- 
tractual obligations to pay the interest and principal of exist- 
ing debts in gold. This measure was described in a majority 
report of the House Committee on Banking and Currency 
as a matter “of both equity and practical necessity.”** The 
experience of recent months had shown that “these gold 
clauses render ineffective the power of the government to 
create a currency and determine the value thereof.” In a 
minority report the decision to make the rule apply retroac- 
tively to existing obligations was described as “repudiation.” 

The resolution was adopted by a vote of 283 to 57 in the 
House and 48 to 20 in the Senate. It was approved by the 
President on June 5 without comment. 

™ United States Daily, April 29-May 6, 1933. 


*H,. J. Res. 192, Seventy-third Congress, First Session. 
™* House Report No. 169, Seventy-third Congress, First Session. 


[80 ] 








a eee ene 











CHAPTER FIVE 
AMERICAN INTERCESSION IN THE EUROPEAN CRISIS 


THE three preceding chapters have described successive 
phases of a process of disunity. Whatever its immediate 
causes and results, the suspension of gold payments by the 
United States marked the departure of the world’s greatest 
creditor from an international monetary standard. The with- 
drawal of Japan from the deliberations of the League of 
Nations brought to an end an ambitious experiment in inter- 
national conciliation. The division of opinion between two 
groups of Continental nations over questions of power and 
treaty revision blocked all efforts to agree at Geneva on a 
program of arms reduction. The continued rise of barriers 
to trade, the controls imposed on foreign exchange, and the 
limitation of new lending almost exclusively to home indus- 
tries showed that nations were still seeking through inde- 
pendent action the solution of vexatious problems. 
Circumstances differed widely in each case, but each case 
marked a step in the direction of political, economic, or 
financial separatism. In the present chapter we deal with 
efforts to revive or to strengthen the codperative method. 


1. Policies of the Roosevelt Administration 


In considering the part played by the United States in 
these developments it is useful first to note a certain duality 
in the early policies of the Roosevelt Administration. 

This Administration had come into power at the most 
critical moment of a great financial crisis. It had found the 
banks closed, the mechanism of exchange paralyzed, the 
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public in a panic. Its first concern had inevitably been with 
the domestic situation. “I favor as a practical policy the 
putting of first things first,” the President had stated in his 
inaugural address. “I shall spare no effort to restore world 
trade by international economic readjustment, but the emer- 
gency at home cannot wait on that accomplishment.” The 
task immediately in hand was to quiet fear, to reopen the 
banks and to restore confidence in Federal credit. In its pre- 
occupation with this work the Administration had little time 
to consider questions of foreign policy. The circumstances in 
which it assumed responsibility encouraged it to think ex- 
clusively in terms of the domestic situation and to plan at 
least for the present wholly in terms of national economy. 

At the same time the Administration had come into office 
with a program which called for prompt collaboration with 
other nations, both in economic and in political matters. This 
was more than a heritage of the Wilsonian tradition. It was 
a policy based on the belief that American isolation had 
played a large part both in causing the depression and in 
increasing its severity. During his campaign for election Mr. 
Roosevelt had many times repeated the diagnosis first stated 
in detail in his Sioux City speech: that the adoption of the 
Hawley-Smoot tariff by the United States had initiated in 
other countries ‘‘an almost frantic movement toward self- 
contained nationalism”; that it had been followed by a de- 
cline of prices; that the unwillingness of the largest creditor 
nation to accept goods precisely at a time when it was also 
declining to make loans helped to start “such a drain on the 
gold reserves of the principal commercial countries as to 
force practically all of them off the gold standard”; that 
American goods were thereupon “thrown back upon our 
markets, while prices fell still more”; and that “no substan- 
tial progress toward recovery from the depression, either 
here or abroad, can be had without forthright recognition of 
these errors.” 

There was thus in the background a preélection theory 
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that “no substantial progress toward recovery from the de- 
pression” could be made except through international col- 
laboration, and in the foreground a series of definite 
measures promptly taken to deal with the domestic situation. 
Whether some of these domestic measures were in conflict 
with the broader policy of international action was a ques- 
tion on which opinion differed. This point was debated with 
special reference to the gold embargo, to the subsequent 
suspension of the gold standard, to the Administration's 
farm bill, which included a provision for new compensating 
duties on certain foreign foodstuffs, and to the proposal for 
legislation authorizing the President to limit or to forbid 
entirely imports which might handicap the operation of do- 
mestic codes. 

There was also a difference of opinion as to whether the 
preélection theory had actually been sound and whether a 
vigorous effort by each nation to work out its own recovery 
was not, after all, a more realistic way to end the depression 
than an attempt to persuade all of the nations to agree on 
a program of concerted action. On this point opinion within 
the Administration itself was divided. Two months after the 
change of authority in Washington, the problem of recovery 
still seemed to Secretary Hull to require above all else effec- 
tive international cooperation: 


It is now clear that no nation can live and thrive by itself. The 
proponents of the policy of economic isolation . . . are still unable 
to offer any basic remedy for business recovery except this broken- 
down and discredited policy. They can only point to its colossal 
failure as a guaranty of its future ability to improve business con- 
ditions.1 


But Assistant Secretary Moley, in an address delivered 
only a few weeks later, said: 


It is overwhelmingly clear that a good part of the ills of each 
country is domestic. The action of an international conference 


* Address before the American Section of the International Chamber of 
Commerce, May 2, 1933. Department of State Press Release, May 6, 1933. 
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which attempted to bring about cures for these difficulties solely by 
concerted international measures would necessarily result in failure. 
In large part the cures for our difficulties lie within ourselves. Each 
nation must set its own house in order, and a meeting of represent- 
atives of all the nations is useful in large part only to codrdinate 
in some measure these national activities.? 


While the two opinions thus expressed were not necessa- 
rily in conflict, their emphasis was far apart. In this they re- 
flected the state of mind of the Administration. Its position 
at this time plainly indicated its willingness to take the next 
step forward in the direction either of an “intra-national” 
or an international program of recovery, depending upon 
which alternative seemed more promising. It needed first 
to know how willing and how able other nations were to 
participate in a concerted program. 


2. The Washington Conversations 


In order to obtain an answer to this question the Admin- 
istration decided during its second month in office to invite 
a number of the more important governments to send rep- 
resentatives to Washington, to discuss both economic and 
financial questions and the continuing deadlock in the arms 
conference at Geneva. Invitations were originally issued only 
to eleven governments. But the chagrin of those that were 
left out, and the difficulty of drawing a line anywhere short 
of the last possible guest, led the Administration eventually 
to suggest that it would be pleased to discuss these matters 
with the resident Ambassadors or Ministers of fifty-four 
additional governments, thereby rounding out the full list 
of those which had been invited to participate in the pro- 
posed World Economic Conference at London. Special rep- 
resentatives were sent to Washington, however, only by the 
eleven nations originally invited. These eleven included 
Great Britain, France, Italy, Germany, Japan, China, Can- 
ada, Mexico, Argentina, Brazil, and Chile. 


* Department of State Press Release, May 20, 1933. 
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The conversations thus initiated continued over a period 
of six weeks, from April 21, when a British delegation led 
by Mr. Ramsay MacDonald arrived in Washington, to June 
3, when a Chilean group departed. Frequent communiqués 
were issued during the course of the discussions. Necessarily 
they told little. For such conversations could be useful only 
if they were frank, and frank only if they were confidential. 
How little could be said for purposes of public consumption 
may be suggested by considering the various statements is- 
sued during the discussions with the British delegation. 

On April 22 it was announced in a White House com- 
muniqué that “the main problems of the World Economic 
Conference were reviewed and a decision was reached that 
these should be allocated in the first instance to the experts.” 
On April 23 it was announced that both Mr. MacDonald 
and Mr. Roosevelt felt ‘that the results of the day’s con- 
versations would considerably advance the prospects of suc- 
cess of both the Disarmament Conference and the World 
Economic Conference.” On April 24 the communiqué stated 
that questions as troublesome as monetary standards, tariffs, 
and exchange restrictions had been discussed, but that 
“agreement with reference to any of these subjects had been 
reserved for the World Monetary and Economic Confer- 
ence itself.”"* A note of warning now appeared: “It was 
never the purpose of the present discussions to conclude 
definitive agreements. They were designed to explore and 
to map out the territory to be covered.” On the following 
day came the first specific mention of the war debts: the 
basis had been laid for ‘‘a clearer understanding of the situa- 
tion,” though “it would be wholly misleading to intimate 
that any plan or any settlement is under way.” Finally, on 
April 26, as Mr. MacDonald was about to leave Washing- 
ton, the heads of the two governments issued a joint state- 
ment recapitulating their earlier communiqués and asserting 
that in their talks they had “found a reassurance of unity 

* Department of State Press Release, April 24, 1933. 
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of purpose and method.” The two governments ‘were look- 
ing with a like purpose and a close similarity of method at 
the main objectives of the conference, and were impressed 
by the vital necessity of assuring international agreements 
for their realization in the interests of the people of all 
countries.” 

Though they were cautiously worded and scrupulously 
confined to generalities, the hopeful tenor of these state- 
ments was generally interpreted by the American press as 
evidence that a large measure of agreement had actually 
been reached. The situation was a dramatic one, with the 
heads of the two most powerful governments discussing at 
first hand ways out of the depression, and some of the Wash- 
ington correspondents found it difficult to restrain their op- 
timism. Every phrase appearing in the brief communiqués 
was expanded into columns of interpretation. If Mr. Mac- 
Donald and Mr. Roosevelt announced that they had dis- 
cussed monetary standards, it was promptly suggested that 
stabilization was near at hand. If they reported that they 
had reached “a clearer understanding” of the war debts, 
details of a possible settlement were at once furnished by 
the evening papers. 

How difficult it was in practice to agree upon such ques- 
tions, Mr. MacDonald suggested in several addresses made 
shortly after his return to England. The war debts had been 
“a very hard nut to crack’’; he “could not say that we have 
yet cracked it.’* Stabilization of currencies was an important 
problem. “When we do not know from day to day what 
amounts of goods pounds and dollars are to buy, healthy 
trade is much interfered with.” But the only decision made 
at Washington concerning this question was that the gov- 
ernments of the leading industrial countries should confer 
in future “on how to keep the exchange value of their cur- 
rencies as stable as possible.”® Various other matters had 


“Radio address, May $, 1933. 
® Ibid. 
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been “discussed in some detail,’ but the conclusions reached 
with respect to all of them was that Britain and the United 
States “should enter the conference, which is now to meet 
so soon, with hands completely untied.”"*® There would be no 
“united front.” 

In this case, as in the Administration’s conferences with 
representatives of France, Italy, Germany, and other powers, 
the statesmen who met in Washington were handicapped by 
the knowledge that they would find it difficult to obtain the 
approval of suspicious parliaments for any decisions involv- 
ing an apparent sacrifice of national interests. Doubts on 
this score ruled out all possibility of definite agreements and 
limited the Washington conversations to a consideration of 
certain general principles. Nevertheless, apparently enough 
progress was made in this direction to encourage the chief 
powers to risk naming a definite date for the convening of 
the World Economic Conference—a risk which they had 
hitherto been unwilling to accept, though nearly a year had 
elapsed since the conference was first proposed.” On May 3, 
following President Roosevelt’s discussions with spokesmen 
of the British and French governments, delegates of sixty-six 
countries were invited by the League of Nations to meet at 
London on June 12. 

Two other direct results of the Washington conversations 
were agreement on a tariff truce and a shift of American 
policy in the arms conference at Geneva. To these develop- 
ments we now turn. 


3. The Tariff Truce 


The proposal for an armistice in the unremitting tariff 
war which the nations of the world had been waging on one 


* Parliamentary Debates. House of Commons, CCLXXVII, 1005, May 
4, 1933. 

7It was on May 31, 1932, that the Department of State first announced the 
receipt of an inquiry from the British government as to whether the United 
States would participate in an international conference on economic ques- 
tions. A resolution favoring such a conference was included among the 
agreements reached at Lausanne on July 8, 1932. 
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another’s commerce was originally sponsored by the Pre- 
paratory Commission of Experts. In a report submitted to 
their governments in January, 1933,° the commission sug- 
gested two alternative methods of procedure. One was a 
plan patterned on the so-called Convention of Ouchy, under 
which in 1932 Belgium, Luxemburg, and the Netherlands 
agreed not to increase tariffs and not to impose new duties 
against one another or against other countries with whom 
they had commercial treaties. The second plan was a more 
elastic agreement, similar to the Oslo convention concluded 
between Belgium, the Netherlands, and the Scandinavian 
countries. It gave each of the contracting parties the right 
to renounce an agreement if another party introduced tariff 
increases prejudicial to its interests. Provided a truce were 
concluded promptly enough to avert last-minute jockeying, 
the commission of experts believed that this proposal would 
have considerable value. But the commission pointed out 
that mere cessation of tariff increases “would certainly be 
ineffective if it were confined to the domain of customs pol- 
icy proper, and if the aggravation of other obstacles to inter- 
national trade were not stopped.’”” The commission also ex- 
pressed the opinion “that any truce would be more harmful 
than useful if it resulted in a stabilization of duties at the 
present level or in crystallizing existing situations, however 
anomalous, and if it was not followed by a reduction of ex- 
cessive tariffs.” 

This section of the experts’ report was studied with close 
attention by the Roosevelt Administration and discussed 
with the British and French statesmen who visited Washing- 
ton. On April 29, following these discussions, Mr. Norman 
Davis informed the organizing committee of the World Eco- 
nomic Conference, at this time about to decide upon a date 
for the first session, that the American government was pre- 
pared to propose a tariff truce covering the whole period of 


® Draft Annotated Agenda. Submitted by the Preparatory Commission of 
Experts. League of Nations Publication, Official No. C. 48. M. 18. 1933. II. 
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the conference. In its original form this plan called for ‘‘an 
agreement or understanding to be carried out in good faith, 
providing that all governments should refrain during the 
period of this truce from creating or making any material 
and upward modifications in tariff rates, and from imposing 
any new restrictions or enhancing any existing restrictions 
against the importation of goods, which would give domes- 
tic producers an additional advantage compared with foreign 
producers.” The truce was also to provide against additional 
direct or indirect subvention of export industries, discrimi- 
natory trade methods, additional measures to promote dump- 
ing of surplus goods, and the like.® 

In Europe some doubts were expressed concerning this 
proposal. The British government wished to make certain 
that it would not interfere with the completion of reciprocal 
tariff agreements already being negotiated. France wished to 
retain the right to impose compensating tariffs on imports 
from countries with depreciated currencies, deliberately in- 
tended to offset advantages in foreign trade resulting from 
depreciation. Other countries had similar reservations. But 
in the end, after several weeks of negotiation, a formula was 
found which was satisfactory to the United States, Great 
Britain, France, Germany, Italy, Japan, Belgium, and Nor- 
way, as members of the organizing committee for the World 
Conference. On May 12 these eight governments agreed, 
“and strongly urged all other governments participating in 
the conference to agree, that they would not, before June 12 
nor during the proceedings of the conference, adopt any 
new initiatives which might increase the many varieties of 
difficulties now arresting international commerce, subject to 
the proviso that they retain the right to withdraw from this 
agreement at any time after July 31, 1933, on giving one 
month’s previous notice.” A further proviso specified that 
none of the signatory governments bound itself ‘‘to accept 


* New York Times, May 4, 1933. 
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in advance an interpretation which any other government 
may place upon any reservations it has made.” 

The truce thus arranged was a partial one. For the reserva- 
tions attached to it permitted each government to conclude 
separate negotiations which had already been initiated and 
to revise existing regulations in the light of changed con- 
ditions."* Nevertheless, the agreement was significant as 
the first measure taken during the whole course of the de- 
pression to halt, even temporarily, the rapid increase of bar- 
riers to international trade. 


4. The Continuing Deadlock over Armaments 


Between the limitation of tariffs and the limitation of 
armaments the Roosevelt Administration found a close con- 
nection. Through all of the communiqués issued during the 
Washington conversations ran a thought specifically ex- 
pressed in one of them: “Political tranquillity is essential for 
economic stability; economic disarmament can take place 
only in a world in which military disarmament is possible.” 
Holding this opinion, it was logical that the Administration 
should attempt at this time to further the work of the arms 
conference, in order to set the stage more auspiciously for a 
discussion at London of economic and financial questions. 

There had been little progress at Geneva toward an agree- 
ment on limitation. We have noted in an earlier chapter the 
division of opinion between the two groups of Continental 
powers, the consequent failure to agree on any plan, the 
effort of Mr. MacDonald to propose an acceptable compro- 
mise and the cool reception which the new four-power treaty 

The text of the agreement for a tariff truce and a list of the nations 


subsequently withdrawing from the agreement will be found in Appendix 
Ill. 

“Thus on June 12, four weeks after the truce was signed, the French 
government introduced a bill in the Chamber of Deputies providing for an 
extension of existing surtaxes on imports from countries with depreciated 
currencies, 

% Joint statement of President Roosevelt and Signor Guido Jung, Italian 
Minister of Finance, May 6, 1933. 
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met.’* The MacDonald compromise had been offered at Ge- 
neva on March 16. On March 31 the unofficial text of the four- 
power treaty was published, and on April 5 the Ameri- 
can government announced its intention of inviting foreign 
powers to send special representatives to Washington. For 
a month and a half thereafter the existing deadlock con- 
tinued at Geneva, and tension in European capitals increased 
rather than diminished. 

Submission of the MacDonald plan had been followed by 
a debate which indicated disagreement on many points. One 
of these was the question of naval armaments, where little 
difficulty had been anticipated. Here the MacDonald plan 
merely provided for completion of the London Naval Treaty 
by the inclusion of France and Italy within its terms, and 
for specific limitations on classes of ships not covered by 
the London agreement. But these proposals were not sat- 
isfactory to various delegations. The Japanese delegation, 
in particular, was not prepared to admit that the tonnage 
sanctioned in the existing treaty should be taken as a basis 
for the new convention."* In fact, for second-class cruisers, 
destroyers, and submarines, Japan argued for parity with Brit- 
ain and the United States. This attitude indicated that little, if 
any, progress could be made with the naval sections of the 
MacDonald plan, and raised greater doubts concerning this 
phase of the negotiations than had existed at any time since 
the conference first assembled. 

Meantime, the disagreement between Continental powers 
over land armaments remained unsolved. The German dele- 
gates were unwilling to help draft the details of a treaty 
until they had obtained assurances of equality; the French 
were unwilling to agree to equality until they had obtained 
assurances of security. The MacDonald plan was officially 
adopted as a basis for discussion.’* But when it had been 


** Cf. Chapter III. 
™ League of Nations Publication, Conf. D. 150. 
* League of Nations, Information Section, No. 6295. 
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clearly demonstrated that this could not break the deadlock, 
the conference seized upon the convenient approach of the 
Easter holidays and adjourned for four weeks. 

When the discussions were resumed at the end of April, 
the American delegation made a statement which revealed 
certain significant changes in the position of the United 
States. Up to this point the United States had been neutral 
in the long-continuing debate about security. On April 26 
Mr. Norman Davis addressed the conference and suggested 
that the Roosevelt Administration would endorse the British 
plan for a consultative pact, provided it were associated with 
a substantial measure of disarmament. “It is, I may say now, 
both the policy and the practice of the United States to con- 
fer where questions affecting peace are concerned. . . . We 
are prepared to make very great efforts to assist in the main- 
tenance of peace when a determination to preserve peace is 
evidenced by the achievement of real measures for mutual 
and progressive disarmament.” Turning then to the prob- 
lem of increasing security by preventing a sudden attack by 
one nation on another, Mr. Davis said: ‘“There is a realiza- 
tion that this can be brought about especially by two means: 
abandonment of weapons which facilitate aggression and 
establishment of effective and continuous supervision of 
armaments. To that end it may well be found advisable to 
reinforce those measures of supervision and control already 
envisaged. We are in agreement that the effort of states 
that are members of the League and non-member states 
should be codrdinated not only in determining measures of 
disarmament but in their effective supervision.’’® 

The importance of this statement lay not only in its ap- 
proval of the principle of a consultative pact, but in the 
specific endorsement of the plan for supervision of arma- 
ments. For this plan had never before been favored by the 
United States, and had in fact been flatly rejected in 1927 


League of Nations, Information Section, No. 6343, and New York 
Times, April 27, 1933. Cf. also Minutes, 416. 
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by the American representative on the Preparatory Commis- 
sion for the present conference when he stated: “My gov- 
ernment is opposed to any measures of international super- 
vision.” In these circumstances the statement of Mr. Davis 
- was regarded as of real significance. It was so described by 
the presiding officer of the conference, and the chief delegate 
of France declared that it contained ‘elements of the utmost 
importance.””** 

In accordance with the decision made before the Easter 
recess, the conference had agreed to explore the possibilities 
of the MacDonald plan and this proposal was now brought 
forward for discussion. But the German delegation was un- 
willing to consider the question of immediate standardiza- 
tion of Continental armies on a militia basis—a French sug- 
gestion incorporated into the British plan—and the French, 
in turn, were unwilling to consider reduction of military 
equipment until this question was disposed of. Germany 
moved to refer the matter of standardization to the Perma- 
nent Commission for consideration at a later date. France 
opposed this motion.* An impasse was reached in the de- 
bate. Private discussions among representatives of the chief 
powers failed to find a way around it. 

The conference was thus confronted by another crisis. In- 
herently it was no more formidable than others which had 
been surmounted or evaded. But in the present case tension 
was increased by disappointment over the apparent failure 
of the MacDonald compromise, by the reactionary policies 
pursued by the Hitler government in dealing with domestic 
questions, and by a growing belief in European capitals that 
Germany, balked at Geneva in her demand for reduction of 
armaments on the part of other powers, might withdraw 
from the conference and rearm in order to achieve in fact 
an equality which had been conceded her in theory. 

On May 11 Baron von Neurath, the German Foreign Min- 


™ League of Nations, Information Section No. 6343. 
* Minutes, 444. 
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ister, stated in an article published in the Lezpziger Illus- 
trierte Zeitung that the demand for equality at Geneva had 
“foundered on the unwillingness of the heavily armed pow- 
ers to disarm,” and suggested that “whatever the limitation 
and reduction under the British plan—if there is to be any 
—it will force us to supplement our armaments.”?® On the 
same day Viscount Hailsham, British Minister of War, ex- 
pressed in the House of Lords the personal opinion that if 
Germany bolted the arms conference she would be liable to 
sanctions under the Treaty of Versailles.*° The possibility 
that sanctions might be applied was also suggested by M. 
Paul-Boncour, Foreign Minister of France.”* Precisely at this 
time Chancellor Hitler suddenly reconvened the forgotten 
Reichstag, for the purpose of making in its presence an 
important statement of policy, and Vice-Chancellor von 
Papen, reappearing on a public platform at a Steel Helmet 
meeting in Minster, inveighed against the “enervating pa- 
cifism’” of republican governments in Germany and declared 
that Herr Hitler could rightly claim “to have restored Ger- 
man soldierdom to the center of German thought and given 
back to the German people the German soldier as a 
model.’’*” 

It was in these circumstances, with the arms conference 
stalled and tension rapidly increasing in Europe, that the 
Roosevelt Administration determined to risk intercession in 
what was rapidly becoming a critical situation. 


5. American Intercession at Geneva 


On May 16, the day before the Reichstag was to recon- 
vene, Mr. Roosevelt addressed a message to the heads of 
fifty-four nations, pleading for “practical measures of dis- 
armament” and urging that no government assume the re- 
sponsibility of blocking “concerted efforts for political and 

1 New York Times, May 12, 1933. 
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economic peace.”** In this message he specifically endorsed 
the MacDonald plan as “the first definite step” toward 
agreement on armaments. But he also urged as an ultimate 
objective ‘the complete elimination of all offensive weapons” 
and recommended, meantime, that ‘subject to existing treaty 
rights,” all nations “should enter into a solemn and definite 
pact of non-aggression; that they should solemnly reaffirm 
the obligations they have assumed to limit and reduce their 
armaments, and, provided these obligations are faithfully 
executed by all signatory powers, individually agree that 
they will send no armed force of whatsoever nature across 
their frontiers.” 

That this intervention by the head of the American gov- 
ernment influenced the address made on the following day 
by the German Chancellor is scarcely to be questioned. Herr 
Hitler had waited for the text of Mr. Roosevelt's message to 
reach Berlin before completing a final draft of his own ad- 
dress.** He had found in it, he told the Reichstag, proposals 
which his government could support as a means of ‘‘over- 
coming the international crisis” and “bringing order into 
the political and economic conditions of the world.” Ger- 
many would continue to claim “actual equality of rights as 
regards disarmament of other nations.” She would con- 
tinue to insist on “the right to demand a revision of this 
[ Versailles} Treaty.” But she would not resort to force in 
order to achieve these objectives. ‘No new European war 
could improve the unsatisfactory conditions of the present 
day. . . . On the contrary, the application of violence of 
any kind in Europe could have no favorable effect upon the 
political or economic position which exists today.” With 
specific reference to the troublesome question of eastern 
boundaries, Herr Hitler said that “A thoughtful treatment 
of European problems [in the Treaty of Versailles} . . . 


™ The text of the President's message may be found in Appendix V. 
* New York Times, May 17, 1933. 
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could certainly have found a settlement in the East which 
would have met both the reasonable claims of Poland and 
the natural rights of Germany. The Treaty of Versailles did 
not provide this solution. Nevertheless, no German govern- 
ment will of its own accord break an agreement which can- 
not be removed without being replaced by a better one. But 
the legal character of such a Treaty must be acknowledged 
by all. Not only the conqueror but also the conquered party 
can claim the rights accorded in the Treaty. And the right 
to demand a revision of this Treaty finds its foundation in 
the Treaty itself. The German government, in stating the 
reasons for and the extent of its claims, desires nothing more 
than is indicated by the existing results of previous experi- 
ence and the incontestable consequences of critical and logi- 
cal reasoning.’’*° 

Whether this statement was regarded as a tactical ma- 
neuver or as the most definite pledge yet given by any Ger- 
man government that it would pursue its claims for revision 
within the framework of existing treaties, the Hitler address 
unquestionably relaxed the tension previously existing in 
Europe. There was a widespread belief that its conciliatory 
tone was a response to President Roosevelt's message and 
that American initiative was largely responsible for the fact 
that the immediate crisis had been averted. 

On May 22, five days after the address of the German 
Chancellor, Mr. Davis took advantage of this situation to 
reaffirm the willingness of the United States to accept the 
MacDonald plan “as a definite and excellent step toward 
the ultimate objective,” and its readiness to supplement this 
plan with a system of international supervision of arma- 
ments. He also announced a policy which was entirely new. 
Not only was the American government prepared to consult 
with other nations in case of a threat to peace, but “further 


* English translation of Chancellor Hitler's address, May 17, 1933, pub- 
lished by Terramare Office, Berlin. 
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than that, in the event that the states, in conference, deter- 
mine that a state has been guilty of a breach of the peace 
in violation of its international obligations and take meas- 
ures against the violator, then, if we concur in the judgment 
rendered as to the responsible and guilty party, we will re- 
frain from any action tending to defeat such collective effort 
which these states may thus make to restore peace.””* 

With this declaration the new Administration in Wash- 
ington did not promise to join whatever collective effort 
might be made to restore peace. It promised no positive 
action. It did offer, however, in the event of disarmament, 
to waive the right of the United States to protect its trade 
with a nation which the League had adjudged to be an 
aggressor and liable to sanctions, provided that the United 
States concurred in identifying the aggressor. 

In the United States the announcement of the new policy 
had an immediate reaction. For some months there had been 
pending before Congress a resolution conferring on the 
President authority to declare an embargo on the shipment 
of arms or munitions to any foreign nation. The resolution 
had been endorsed by the preceding Administration.??7 While 
it failed to be adopted before March 4, it was approved by 
the new House of Representatives on April 17 in circum- 
stances which attracted little public interest. At that time the 
proposal to authorize the Executive to declare an arms em- 
bargo against any warlike nation seemed abstract and aca- 
demic. But when coupled with the statement of American 
policy at Geneva, one month later, it assumed a more realis- 
tic form. It was now argued, by those who opposed the plan, 
that power to declare an embargo was for all practical pur- 
poses equivalent to power to make war, and that the obli- 
gation to identify the aggressor in any dispute was too great 
a responsibility for the Executive to assume. 


™ Department of State Press Release, May 22, 1933. 
™ Congressional Record, Seventy-second Congress, Second Session, 1§27, 
1605. Cf. also Appendix V. 
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On May 27, five days after the statement of Mr. Davis 
at Geneva, the Foreign Relations Committee of the Senate 
reported the pending resolution with an amendment which 
provided that the President might lay an embargo only 
against all parties to a dispute. He was prohibited by this 
amendment from singling out the aggressor nation, from 
declaring an embargo against it, and from permitting the 
shipment of arms and munitions to its opponents. 


6. The Four-Power Treaty 


While the proposed change in American policy was being 
discussed, a fresh effort to reinforce the existing guarantees 
of peace was begun in Europe. Recognizing the improvement 
of sentiment which had followed the statements of Presi- 
dent Roosevelt and Chancellor Hitler, Signor Mussolini 
chose this moment to revive his plan for a four-power treaty. 
On May 20, at the end of the same week which included 
beth the Roosevelt message and the Reichstag address, it 
was announced in Rome that the Italian Premier had con- 
ferred on a project dear to his heart with the British and 
French Ambassadors and with Captain Goering of Germany. 

We have noted in an earlier chapter the principal charac- 
teristics of the original Mussolini plan, as defined in the 
unofficial text which was published at the end of March.** 
It called for ‘‘an effective policy of codperation” between 
Britain, France, Italy, and Germany “with a view to the 
maintenance of peace in accordance with the spirit of the 
Briand-Kellogg Pact and the ‘no force’ pact’’ at Geneva, but 
made no mention of the Locarno Treaties. It pledged the 
first three of these powers to recognize ‘equality of rights” 
for Germany in armaments, even though the arms confer- 
ence should ‘‘reach only partial results,” and agreed that 
this equality should be achieved ‘by stages which will be 
fixed by successive understandings to be concluded among 

*° Cf, Chapter III. 
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the four powers through the ordinary diplomatic channels.” 
It confirmed “the principle of revision of the peace treaties 
in accordance with the League of Nations Covenant, in case 
a situation susceptible of leading to a conflict among states 
should arise.” 

Signor Mussolini’s effort to revive this plan, two months 
after its cool reception in the capitals of Western Europe, 
was met with the same objections that had originally been 
made against it. France was dissatisfied with the failure to 
mention Locarno, was skeptical of pledging equality of 
armaments to Germany without compensating guarantees, 
and reluctant to encourage hope for a revision of the treaties. 
The nations of the Little Entente regarded any agreement 
among the major powers on the question of revision as a 
potential threat to their own integrity. 

These objections were, of course, promptly made known 
at Rome. They were followed by negotiations between 
France and Italy and by discussions between France and her 
Central European allies. The result was a complete revision 
of the proposed treaty in order to accommodate French opin- 
ion. The Locarno Treaties were specifically reaffirmed. All 
reference to “equality of rights” in armaments for Germany 
was deleted, and this section of the treaty became merely a 
rescue Clause in the event of a breakdown of the Geneva 
conference: “should questions which particularly concern 
them [the four powers} remain in suspense on the conclu- 
sion of that conference, they reserve the right to reéxamine 
these questions between themselves under the present agree- 
ment, with a view to insuring their solution through the 
appropriate channels.” Finally, no mention was made of the 
word “revision,” and the difficult questions that lurked be- 
hind it were dealt with only obliquely, in an article which 
said that “the High Contracting Parties decide to examine 
between themselves and without prejudice to the decisions 
which can only be taken by the regular organs of the League 
of Nations all proposals relating to the methods and pro- 
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cedure calculated to give due effect” to Articles X, XVI, 
and XIX of the Covenant of the League.”® 

Article XIX provided a method for the reconsideration 
of the treaties. But Article X pledged members of the League 
to “preserve as against external aggression the territorial 
integrity and existing political independence” of all mem- 
ber states, and Article XVI provided for military and eco- 
nomic sanctions against any state making war in violation of 
the Covenant. The coupling of these two Articles with Ar- 
ticle XIX, the notice that decisions with respect to each of 
them “could only be taken by the regular organs of the 
League,” the reaffirmation of Locarno, and the elimination 
of any guarantee to Germany with respect to equality of 
armaments adequately explained the willingness of France 
to accept the new pact, and the abatement of the fears which 
the states of the Little Entente had previously manifested.*° 

What remained was a very general agreement among the 
four large powers to ‘‘consult together as regards all ques- 
tions which appertain to them,” and “to make every effort 
to pursue within the framework of the League of Nations 
a policy of effective codperation between all powers with a 
view to the maintenance of peace.” 

This agreement was initialed at Rome on June 7. It was 
described by Signor Mussolini as of particular importance 
to the relations between Italy and France: “All Italo-French 
problems assume in the light of the pact a totally new ap- 
pearance and their solution becomes very much easier.” 


7. The Limits of American Coéperation 


Various measures were thus employed, during the period 
we have been discussing, to revise or to strengthen methods 


™ The text of the four-power treaty may be found in Appendix V. 

"On May 30 a conference of the Little Entente states at Prague accepted 
the principles of the four-power treaty. Poland, however, was not associated 
with this statement, and individual members of the Polish government con- 
tinued to express disapproval. 

"| New York Times, June 8, 1933. 
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of international codperation. These measures did not succeed 
in breaking the deadlock at Geneva. For while events since 
the crisis of mid-May had been encouraging, they had not 
altered the basic fact that the peace of Europe was a peace 
based on a preponderance of armaments which France and 
her allies were reluctant to surrender without a satisfactory 
guarantee of military assistance from Great Britain or the 
United States. It was significant of this fundamental diff- 
culty that when the new four-power treaty was approved in 
Rome the Geneva conference had once more run into trou- 
ble; and, finding no way around it, had decided to adjourn 
for the summer months and not to reconvene until October 
16. This decision was made over the protest of Germany. 

Nevertheless, measures had been taken which succeeded 
in relaxing tension, and in the initiation of these measures 
the United States had played an important part. Mr. Roose- 
velt’s message of May 16 had helped to hold the arms con- 
ference together at a particularly trying moment. The tenta- 
tive offer to modify American neutrality had been made in 
the hope of breaking the long deadlock at Geneva. Ameri- 
can support of the British plan for a consultative pact and 
of the proposal for international supervision of armaments 
was directed at the same objective. The tariff truce was an 
American proposal. 

In all of these matters the Administration had acted 
promptly and boldly. But there were limits beyond which it 
was not prepared to go. It did not challenge opposition in 
the Senate when the Foreign Relations Committee ruled out 
the most important point in its arms embargo proposal. It 
failed to seek executive authority to alter existing tariffs, 
though the President had stated early in April that he would 
“ask the Congress for legislation enabling us to initiate prac- 
tical reciprocal tariff agreements to break through trade bar- 
riers’’*? and though little could be done in this respect with- 
out executive authority. It gave no encouragement at this 

™ Message to Congress, April 3, 1933. 
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time to proposals for international stabilization of currencies, 
for the reason that it sought above all else a rise in commod- 
ity prices in the United States and therefore hesitated to bind 
the dollar too closely to the pound, the franc, or to gold. 
It took no positive action either to facilitate a settlement of 
the war debts or to arrange a postponement of the payments 
due in June, though negotiations in this matter had been 
begun as early as January 29,** had been continued in Feb- 
ruary, and had been resumed in April and May during the 
Washington conversations. As late as June 12, three days 
before the payment of 143 million dollars fell due from 
thirteen nations, no announcement had been made concern- 
ing the intentions either of the debtors or their creditor. 

During the weeks immediately following the Washington 
conversations there was, in fact, an unmistakable diminu- 
endo from the ambitious plans for international collabora- 
tion revealed in successive communiqués, and an unmistak- 
able shift of official sentiment in favor of “intra-national” 
action. 

It was in these circumstances, with policies still in flux in 
Washington, and with a truce but no agreement at Geneva, 
that the World Monetary and Economic Conference met in 
London on June 12. 


* Cf. Chapter I. 
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CHAPTER SIX 


TOKEN PAYMENTS AND MORATORIA 


THOUGH the subject of intergovernmental debts had been 
deliberately excluded from its agenda, the World Economic 
Conference was not in session more than an hour before 
this troublesome question appeared unbidden at the table. 
In his opening address as President of the conference, Mr. 
MacDonald welcomed the delegates of the sixty-six nations 
represented at London and suggested that greater authority 
to deal with economic and financial questions had been 
“gathered in this hall today than has perhaps ever been 
brought under one roof in the world’s history.” The purpose 
of the conference was “‘of the gravest importance.” All na- 
tions had been suffering from a depression which had closed 
factories, limited employment, reduced standards of living, 
and brought some states to the verge of bankruptcy. In this 
drama of deterioration the policies of governments had 
played a part. There were problems in prices, currencies, 
tariffs, quotas, and exchange controls which called for joint 
consideration. At this point Mr. MacDonald said: 


Behind the subjects I have just mentioned is another in the front 


rank of importance. It cannot be dealt with here because obviously 


this conference is not constituted in such a way as to enable it to 
consider and settle the matter. I refer to the question of the war 
debts, which must be dealt with before every obstacle to general 
recovery has been removed, and it must be taken up without delay 
by the nations concerned. Lausanne has to be completed and this 
vexed question settled once for all in the light of present world 
conditions. 


The note thus sounded by Mr. MacDonald was echoed 
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by spokesmen of other governments. Signor Guido Jung, the 
Italian Minister of Finance, described the war debts as ‘‘the 
preliminary problem” calling for solution. General Smuts of 
South Africa reiterated Mr. MacDonald's argument that the 
present conference had been summoned in order to complete 
a task which had been begun at Lausanne: “There is no 
going back on it.” The Lausanne conference had placed the 
responsibility where, in his opinion, “it rightly belonged—on 
the shoulders of the United States. The United States had 
delayed to fall in line.”? No mention of the debts was made 
by Premier Daladier of France, but Dr. BeneS of Czecho- 
slovakia joined in the demand for a prompt settlement. 

That this unexpected thrusting forward of the debt issue 
at the opening session of the conference threw cold water 
on the spirits of the American delegation was clearly evident. 
In the United States it aroused some resentment in Congress 
and caused certain members to protest against the emphasis 
which the question had received. Thus Senator Johnson of 
California described references to the debts at London as 
“not only bad manners, but poor sportsmanship,” and in- 
sisted that statesmen who criticized American policy had 
“injected into the debt situation . . . an element that we 
cannot forget.”’? Other Senators spoke in the same vein. But 
as Congress was then struggling with important domestic 
legislation, under pressure of Democratic leaders seeking an 
early adjournment, the debate was less extended and less 
vehement than on previous occasions when the war debts 
were discussed. 


1. The British Argument 


The British government had special reasons for desiring a 
prompt conclusion of negotiations with the United States 
which had now been in progress for some months. In the 


* New York Times, June 15, 1933. Cf. also Journal of the Monetary and 
Economic Conference, June 14, 1933. 
* Congressional Record, Seventy-third Congress, First Session, 6082. 
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previous December it had made full payment of the amount 
then due, but had stipulated that this payment “was not to 
be regarded as a resumption of the annual payments con- 
templated by the existing agreement,” but rather as a “‘capi- 
tal payment of which account should be taken in any final 
settlement.” Realizing that this procedure was ‘‘exceptional 
and abnormal,” it had stressed the importance of a prompt 
exchange of views in order to effect a definite solution before 
the date of the next payment and thus avoid the risk of “a 
general breakdown of existing intergovernmental agree- 
ments.” 

The refusal of the American government to accept the 
British reservations, and the subsequent failure of negotia- 
tions undertaken with little zest on the American side, left 
the British government facing the choice of (1) again pay- 
ing in full, with a repetition of its previous stipulation that 
it was not resuming the scheduled payments under the origi- 
nal agreement; or (2) deferring payment entirely, pending 
a new settlement, as France and some of her allies had done 
in December, 1932; or (3) taking a middle course and mak- 
ing a small payment as an acknowledgment of the debt and 
a token of the debtor’s goodwill, while still insisting on an 
ultimate reduction of the obligation. 

The third course was the British government's final choice. 
Its reasons were set forth in a note sent to the American 
government on June 13. In the official British view, full 
payment of the installment due in June would seriously 
endanger the success of the World Economic Conference. 
Experience had shown that these semi-annual payments had 
a depressing effect on prices, and one of the major purposes 
of the forthcoming meeting was to raise the general price 
level. According to this argument, there had been a marked 
tendency of prices to rise after the abolition of reparations 
at Lausanne, but failure to extend the settlement promptly 
to all intergovernmental debts had soon checked this upward 
trend, and with the resumption of payments in December 
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prices had again declined. It was thus essential, in the opin- 
ion of the British government, that the conference should 
not be harassed by doubts concerning the war debts. “Pay- 
ment of a further installment of the debt at this juncture 
would inevitably be judged to mean that no progress what- 
ever had been made towards such a settlement, and would 
therefore deal a damaging blow at the confidence of the 
delegates.” 


2. Payments and Postponements in June 


Since payment in full of the installment immediately due 
could not be made “‘without gravely imperilling the success 
of the conference, and involving widespread political con- 
sequences of the most serious character,” and since the Amer- 
ican government had not been able to accede to the British 
request for a postponement “‘of the June installment pend- 
ing the discussion of the war debts as a whole,” the British 
government proposed to make a partial payment of 10 mil- 
lion dollars “as an acknowledgment of the debt pending a 
final settlement.’””* 

In explaining the government’s decision to the House of 
Commons, Mr. Neville Chamberlain, Chancellor of the 
Exchequer, gave an additional reason for not paying in full. 
Such action would “have necessitated putting an end to the 
Lausanne agreements and reopening all the vexed ques- 
tions of reparations and war debts, which were provisionally 
settled, and plunging the world once more into a condition 
of uncertainty and despair from which it was rescued last 
year.”° Mr. Chamberlain stated that this consideration 
seemed to his government to outweigh all others. Yet it was 
not referred to in the note to the United States, presumably 
because this country had disavowed any direct interest in 
the Lausanne settlement. 


* British White Paper. Cmd 4353. 
* lbid. 
° Parliamentary Debates. House of Commons, CCLXXIX, 286, June 14, 
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The total amount due from Great Britain was $75,950,000. 
The ro millions paid was a larger proportion of the total 
obligation than was received in June from any other debtor 
except Finland, whose small installment of $148,592 was 
paid in full. Of the thirteen debtors, six paid nothing at all. 
France, with an obligation in excess of 40 millions, headed 
the list of nations “deferring” payment. The reasons given 
by the French government for its action were more briefly 
stated than those set forth in the British note already quoted. 

The French note, as well as the British, expressed disap- 
pointment that circumstances had prevented a revision of 
the debt agreements before June 15. It cited sacrifices in the 
interest of world economic recovery which France had made 
with respect to her own claims against Germany, and sug- 
gested that failure to extend this revision to other inter- 
governmental debts had compelled France to postpone the 
June payment.® But the French government added that it did 
not intend ‘‘to break, unilaterally, engagements freely en- 
tered into” and wished to give renewed assurance that it 
was ready to codperate “in all appropriate ways” in seeking 
a satisfactory solution. 

Belgium, Poland, Yugoslavia, Hungary, and Estonia also 
deferred payment. As the first three of these countries usually 
followed the lead of France in international matters, their 
action was not unexpected. On the other hand, Czecho- 
slovakia and Rumania, whose policies in international affairs 
were closely linked with those of France, followed the British 
procedure and made small token payments. This division in 
the ranks of the Little Entente at least made it seem that 
France and her allies were not presenting the United States 
with the united front which the Hoover and Roosevelt Ad- 
ministrations had vigorously opposed. 

The amounts due to the United States on June 15 and the 
sums actually paid are shown in the following table: 


* Department of State Press Release, June 17, 1933. 
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Amount Due Amount Paid 





Great Britain. ... $ 75,950,000 $10 ,000 ,000 
er 40,738,568 ° 
rT 13,545 +438 I ,000,000 
Belgium......... 6,325 ,000 ° 
-_ ae 35559,062 ° 
Czechoslovakia .. I ,§00 ,000 180,000 
Rumania........ I ,000 ,000 25 ,000 
Se 284,322 ° 
Yugoslavia...... 275 ,000 ° 
Finland......... 148 ,5§92 148 ,592 
Lithuania....... 132,091 10 ,000% 
Se 118 ,961 6,000 
Hungary........ 28 ,260 ° 
oe $143 ,605 ,294 $11,369,592 


* Payment deferred till June 23. 


3. Payments in Silver 


From this table it appears that 92 per cent of the debt 
payments due on June 15 were deferred or in default, but 
the decline in receipts was somewhat greater, inasmuch as 
all the debtors except Latvia paid their installments in over- 
valued silver. At the time of these payments the price of 
silver in the New York market was fluctuating around 36 
cents an ounce, but under the monetary provisions of the 
Agricultural Adjustment Act’ the United States Treasury 
was authorized to accept silver to the amount of 200 million 
dollars from foreign governments in payment of their debts 
at the arbitrary rate of 50 cents per ounce. The British pay- 
ment consisted of 20 million ounces of silver purchased in 
India. The cost of the metal to the government was approxi- 
mately 7.2 million dollars, and for this it obtained a credit 
at the Treasury of 10 millions. The exact cost of the silver 
to other governments is not known, but the current market 
price of the metal indicated that they benefited in about the 
same degree as did Great Britain. 


*Cf. Chapter IV. 
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In its efforts to rehabilitate silver Congress had thus pro- 
vided for a reduction of about 28 per cent in the June pay- 
ments, despite the repeatedly expressed opposition of many 
of its leaders to any reduction or cancellation. If the nominal 
receipts of $11,369,592 are adjusted for the overvaluation 
given to the silver payments, it appears that the Treasury 
received slightly less than 6 per cent of the amounts due 
from foreign governments. The extent of the collapse of the 
debt agreements is indicated by a comparison of the June 
payments with those of the preceding December. At that 
time six debtors paid in full to the amount of 98.7 millions, 
and the others deferred payments to the amount of 25 mil- 
lions. The proportion of the payments deferred or in default 
was then 20 per cent. But in June it increased to 92 per cent. 
In December full payments were the rule when anything was 
paid; in June they were the exception. 

The fact that the British government's actual outlay of 7.2 
million dollars for silver amounted roughly to 10 per cent of 
its scheduled payment was regarded as significant, inasmuch 
as the percentage which Britain decided to pay corresponded 
closely with the reduction made in German reparations in 
the Lausanne settlement. There was an implication here that 
the debtors intended to ask ultimately that the United States 
deal with them on the same terms that they had given 
Germany. 


4. Attitude of the American Government 


Confronted with partial and deferred payments by all 
but one of the debtor countries, the Roosevelt Administration 
followed the only practicable course. It accepted whatever 
was offered as payment on account. To those countries mak- 
ing a payment and asking for reconsideration of their debt 
agreements it promised an early review, but pointed out that 
the President could only report the results of such discussions 
to Congress, which alone had power to revise existing agree- 
ments. No promise of a review was given to any of the 
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nations deferring payment, and as these countries had also 
failed to make any payment in the preceding December they 
were reminded of problems which had “not yet been solved 
or even discussed.’® 

The British debt, being the largest, received special atten- 
tion. In reply to the note of June 13 the Department of State 
took pains to point out that the President “by no means con- 
cedes some. of the statements concerning the world-wide eco- 
nomic cause and effect contained in His Majesty's govern- 
ment’s communication, especially in so far as they affect the 
Economic Conference.”® Yet the President did not reject the 
British thesis 7m toto. For in a public statement on June 14, 
after outlining the circumstances under which the payment 
was tendered and accepted, and affirming his willingness to 
enter into any discussions which the debtor government 
might wish to initiate concerning future payments, he added: 

It seems the part of fairness and wisdom to postpone formal 
representations on the debt subject until later. Meanwhile, the World 
Economic Conference is beginning under favorable auspices, and it 
is vitally necessary that during the opening days of the conference 
difficult and possibly protracted discussions of the debt be avoided. 

In a spirit of codperation, I have, as Executive, noted the repre- 
sentations of the British government with respect to the payment of 
the June 15 installment, inasmuch as the payment made is accom- 
panied by a clear acknowledgment of the debt itself. 

In view of those representations and of the payment, I have no 
personal hesitation in saying that I do not characterize the resultant 


situation as a default. Beyond this, the law and the Constitution do 
not permit me to go.!° 


On the whole, the two governments handled a difficult 
situation with skill. Both had to consider the sentiment of 
their politicians and taxpayers. There was a minority in 
Britain which demanded an outright default, and a minority 
in the United States which insisted that the government take 
all or nothing. The storm which would have broken if 


* Department of State Press Releases, June 17 and 21, 1933. 
* Ibid., June 14, 1933. 
* White House Press Release, June 14, 1933. 
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Britain had defaulted, or if the United States had rejected 
the nominal sum offered, would almost certainly have had 
unfavorable repercussions, even if they did not prove to be 
so disastrous as the British seemed to fear. As it was, the 
British taxpayer was satisfied because so little was paid, and 
the American taxpayer was at least partially appeased be- 
cause the British government acknowledged its debt and 
because Mr. Roosevelt assured him that there had been no 
default. Western members of Congress, generally the most 
irreconcilable on the debt question, were pleased because 
the government accepted silver at a very high price and 
because a large quantity of silver was thus withdraw from 
the market. And for this last reason the arrangement was 
pleasing also to Mexico and even to far-off India. 

The British government paid 88 per cent of the total 
amount received from seven countries. No other government 
except Finland paid so large a proportion of its total install- 
ment, and no other payment, except Finland's, was so satis- 
factory to the Administration. For its prompt and full 
compliance with the terms of its agreement Finland was ac- 
claimed by the American press and was assured by the 
Department of State that its action “justified the high regard 
in which it has always been held by the people of the United 
States.”"? Because of its unique record it was invited to lead 
the way in opening a series of debt conferences which the 
Administration planned to begin during the summer,’® even 
though in making payment it had not requested a recon- 
sideration of its debt. 

Although the Italian government, the third largest debtor, 
had made a token payment amounting to about 8 per cent 
of its installment, it received a note as sharp as any of those 
sent to the governments which paid nothing. Mr. William 
Phillips, Acting Secretary of State, notified Signor Augusto 

™ Department of State Press Release, June 17, 1933. 


United States News, June 17-24, 1933. This invitation could not be 
accepted because of the absence of the Finnish Minister from Washington. 
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Rosso, the Italian Ambassador, that the American govern- 
ment “‘would not be entirely candid if it did not express its 
thought that a payment of one million dollars on a total 
payment due of $13,545,437.50 may be regarded in the 
United States as unsubstantial, and may occasion disappoint- 
ment on the part of the Congress and the people of the 
United States.’’?* Signor Jung, the Italian Minister of Finance, 
had discussed the question of Italy's ability to pay during his 
visit to Washington in April, but plainly had not convinced 
the Administration that his government had reason to scale 
down its installment so radically. The fact that in the debt 
settlement of 1925 Italy had been treated much more gen- 
erously than other important debtors may also have been 
taken into account by the Administration in appraising the 
Italian government's action. 

Considered collectively, the June payments offered little 
hope that a substantial amount of the war debts could be 
salvaged by subsequent negotiations in Washington. The 
chief debtors had indicated in one way or another their 
belief that these obligations should go the way of German 
reparations. There was no great gulf between the debtors 
who made a token payment and those who deferred payment. 
The British, while paying on account, wished the funds to be 
credited to a new account. They maintained that the old debt 
agreements had virtually lapsed, but in order to avoid the 
appearance of a default they were willing to make advance 
payments under a new agreement still to be formulated. The 
French differed chiefly by insisting on the formulation of a 
new agreement before they made any payment under it. 

This was the situation in midsummer when the American 
government affirmed its readiness to review the existing con- 
tracts of those countries which were still making some effort 
to meet their obligations. Unless new arrangements could 
be devised within the next few months, the problem would 

“ Department of State Press Release, June 17, 1933. 
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have to be faced again in December, with another threshing 
of old straw. 


5. A New German Moratorium 


On June 9, three days before the meeting of the World 
Economic Conference at London, Germany raised a new 
debt question. The government then decreed a transfer mora- 
torium on interest and sinking fund payments on all public 
and private debts contracted before the German banking 
crisis of July, 1931, except those included under the existing 
standstill agreement. The moratorium affected foreign debts 
estimated at from 15,000 to 17,000 million reichsmarks. 
Germany’s total foreign indebtedness, according to the official 
census of September 30, 1932, was 24,528 million reichs- 
marks. Of this sum, 5,000 millions represented direct invest- 
ments by foreigners in Germany, 10,181 millions long-term 
investments, and 9,347 millions short-term investments.’* Of 
the latter, about one-half had been partially “frozen” since 
August, 1931, by successive standstill agreements. The latest 
of these agreements had been negotiated at Berlin in Feb- 
ruary, 1933, and had provided for a year’s extension of the 
short-term credits included under earlier agreements. All 
other short-term credits were subject to the new restrictions. 
The United States was the country most directly affected, 
inasmuch as about 40 per cent of the German external debt, 
amounting to approximately 1,800 million dollars, was owed 
to American creditors. The debt to the Netherlands ranked 
second in amount, and the debt to Switzerland third.’® 

The purpose of the moratorium was to check the drain on 
the gold and foreign exchange reserves of the Reichsbank. 
These reserves had been declining steadily for about two 
years. During 1932 they were reduced by 236 million reichs- 
marks (56 million dollars at par), and in 1933, from Jan- 

“ Commerce Reports, June 24, 1933. 


* New York Times, February 18, 1933. 
* Commerce Reports, June 24, 1933. 
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uary to May, they declined further by 471 million reichs- 
marks (112 million dollars) .’7 In the week ending June 7, 
when the moratorium was decided upon, the Reichsbank’s 
gold and foreign exchange coverage for its note circulation 
stood at 12.9 per cent, as against 25.4 per cent a year before 
and 59.2 per cent in 1931. 

The loss of reserves was not due to any increase in Ger- 
many’s foreign indebtedness, or in the amount of the debt 
service; for during 1932 and the first half of 1933 the debt 
had been decreasing.’* Reserves had been depleted partly by 
the liquidation of Reichsbank borrowings from other central 
banks and partly in consequence of the decline in Germany's 
favorable balance on international account. In 1931 the 
surplus of German exports over imports had amounted to 
2,871 million reichsmarks; in 1932 it dropped to 1,072 mil- 
lions, and for the first five months of 1933 it fell to 262 
millions, compared with 460 millions in the corresponding 
period of 1932.” 

Since Germany had relied on these surpluses to provide 
the funds needed to meet charges on her external debts, the 
moratorium was not unexpected. As early as May 29, repre- 
sentatives of Germany's creditors in six countries met in 
Berli» at the invitation of Dr. Hjalmar Schacht, President 
of the Reichsbank, to consider the transfer problem.”® On 
June 2, after five days of discussion, they issued a statement 
agreeing that a further fall in the Reichsbank’s reserves 
might impair its ‘‘full functions” and that an increase of 
reserves was needed to strengthen the bank “in its successful 
endeavors to maintain the stability of the German currency.” 
They urged that a prompt and permanent solution of the 


™ Federal Reserve Bulletin, June, 1933, 340. 

* The census of September 30, 1932, indicated a decrease of 1,095 million 
reichsmarks since February 29. 

* League of Nations, Monthly Bulletin of Statistics, July, 1933. 

® The countries represented were France, Great Britain, the Netherlands, 
Sweden, Switzerland, and the United States. The American representatives 
were Messrs. Albert H. Wiggin and John Foster Dulles. 
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German transfer problem should be made “‘one of the most 
important and most urgent objectives of the World Eco- 
nomic Conference.’ 

In publishing this statement, Dr. Schacht asserted that it 
placed responsibility for further action wholly on the Reichs- 
bank, and that this institution would not permit any further 
shrinkage of its gold and foreign exchange. Suspension of 
foreign debt service was thus clearly foreshadowed. Never- 
theless, when it came, a week later, it evoked much resent- 
ment in the creditor countries. 

Critics pointed out that much of the shrinkage in the 
bank’s reserves during the first five months of 1933 had 
occurred as a result of the repayment of a loan obtained 
from the Bank of France, the Bank of England, the Federal 
Reserve Bank of New York, and the Bank for International 
Settlements. The original loan of roo million dollars, nego- 
tiated in June, 1931, had been renewed several times and had 
been reduced to 86 million dollars by the end of 1932. By 
the middle of April, 1933, the entire loan had been repaid, 
and the last payment of 70 millions had been made in gold.” 
Some of the private creditors of Germany now complained 
that the central banks had been favored at their expense, 
and that this had been done for the purpose of avoiding pay- 
ment of private foreign debts.** There was little doubt that 
the loan could have been renewed, at least in large part, if 
the Reichsbank had sought to do so; but it was payable in 
dollars, and the creditor banks had stipulated that it should 
be made payable in gold, in order to avoid loss from future 
depreciation of American currency. Dr. Schacht found this 
requirement objectionable. 

The significance of the Reichsbank’s policy in this matter 
became clearer when viewed in the light of the broad policies 
of the National Socialist government in Germany. The desire 

™ New York Times, June 3, 1933. 


* Ibid., April 6, 1933; Economist, CX VI, 744, April 8, 1933. 
3 New York Times, April 10, 1933. 
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of the German central bank to be free of obligations to simi- 
lar institutions in London, Paris, Basle, and New York was 
prompted by the same nationalism which demanded arms 
equality at Geneva and proposed self-sufficiency, or Autarkie, 
as an economic goal. At the same time, by discharging this 
debt, the Reichsbank was relieved of an interest charge which 
figured as a debit item in Germany's balance of payments. 
The advantage thus gained was considered as more than 
sufficient to offset the decline in bank reserves. For this de- 
cline was more apparent than real, inasmuch as reserves 
consisting of borrowed money were mainly useful for win- 
dow-dressing. 

In Switzerland and the Netherlands, where interest pay- 
ments by Germany were an important item in balancing 
international accounts, the plan for a moratorium evoked 
talk of reprisals. It was proposed that the governments of 
these countries sequester part of the remittances of their citi- 
zens for imported German goods and apply these funds to 
payments on German debts.** It was soon seen, however, 
that such an arrangement might work two ways, and the 
Swiss and Dutch governments both rejected a retaliatory 
policy and on promising more favorable treatment to some 
German exports obtained full payment. 

What aroused special resentment in other creditor coun- 
tries was the sweeping character of the moratorium as first 
decreed. It made no distinction, for example, between the 
Dawes Plan loan, which had been especially pledged as a 
first charge on certain specific revenues of the Reich as well 
as a general charge on all revenues, and other loans with 
less definite security. Also, it gave no priority to payments 
of interest over payments on principal. This seemed to sug- 
gest a desire to place Germany in a strong bargaining posi- 
tion in any subsequent negotiations. Her creditors would be 
confronted with an accomplished fact, and any modifications 
in the moratorium would come as concessions which they 


™ Deutsche Volkswirt, VIl, 1054, June 16, 1933. 
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would presumably be forced to accept with good grace. In 
this manner a unilateral moratorium would be transformed 
into a voluntary multilateral agreement, and Germany would 
be spared the necessity of outright repudiation. 

This was the situation when new conversations were ini- 
tiated in London between representatives of the Reichsbank 
and of the long- and short-term creditors, again at the in- 
stance of Dr. Schacht. The first meeting was held on June 
13, the day following the opening of the Economic Con- 
ference. On June 16 an agreement was reached with the 
short-term creditors’ committee which modified the standstill 
arrangement of February by postponing certain guaranteed 
payments of capital for several months and reducing the 
interest rate on the short-term credits by one-half to three- 
fourths of 1 per cent, according to the nature of the loans. 

While negotiations on the long-term credits were under 
way Dr. Schacht received a sharp telegram from Mr. John 
Foster Dulles as spokesman of American bankers who had 
marketed about 1,000 million dollars of German bonds in 
the United States. The message questioned the necessity of 
the precipitate and drastic action embodied in the moratorium 
decree and pointed out that one purpose in ending the bur- 
den of reparations had been to assist Germany in paying 
her freely contracted private debts. It also cited the proposed 
repayment by the Reichsbank on July 1 of an American bank 
loan of 45 million dollars which had been made to its sub- 
sidiary, the Gold Discount Bank, and argued that this was 
evidence refuting the need of suspending interest payments 
on German bonds as a whole. Mr. Dulles therefore insisted 
on a substantial relaxation of the moratorium decree.*® 

The ensuing negotiations resulted in important conces- 
sions to the long-term creditors under a provisional arrange- 
ment for the six months ending December 31, 1933. The 
Dawes loan of 1924 and the Young loan of 1930 were 
exempted from the moratorium. On all other long-term loans 


™ New York Times, June 21, 1933. 
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a maximum transfer, in dollars, of 50 per cent of the amount 
due was permitted, with the stipulation that this payment 
should not exceed a rate of 4 per cent a year on the principal. 
The remaining 50 per cent of the interest was to be paid in 
reichsmark cheques, for which the Reichsbank was to en- 
deavor to maintain a market. 

This arrangement helped to appease the creditors, but did 
not solve the real problem between them and the Reich. 
Germany's capacity to resume full service on her foreign 
debts depended on the future of her exports, then hampered 
by tariffs, exchange restrictions, quotas, and embargoes. Her 
creditors, therefore, looked hopefully to the London Con- 
ference for action which would stimulate the recovery of 
international trade. 
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CHAPTER SEVEN 


THE WORLD ECONOMIC CONFERENCE: STABILIZATION 
PHASE 


1. Position of the Chief Powers 


APART from questions of international indebtedness, the 
statements made at the opening of the London Conference 
by spokesmen of the principal governments were for the 
most part affirmations of hopes and generalities rather than 
formulations of detailed proposals. This created the impres- 
sion of a larger measure of agreement than actually pre- 
vailed. For all governments had certain objectives in com- 
mon. Whatever their opinions on intergovernmental debts, 
all were ready to agree that commodity prices were too low. 
All were prepared to take appropriate measures to improve 
them. All recognized that it was desirable to codperate as 
effectively as possible in matters of international finance and 
to remove as promptly as possible unnecessary barriers to 
international trade. 

But when the question was shifted from general principles 
to definitions of terms and methods of procedure, it was at 
once apparent that the powers had reached no genuine agree- 
ment before the conference assembled. In particular, there 
was no agreement between Great Britain, France, and the 
United States on monetary policy, although this important 
question had been explored at length during the Washing- 
ton conversations. Certain general statements of policy had 
then been formulated. But, as events now demonstrated, 
these statements were not based upon a genuine agreement. 
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On monetary questions the position of France was the 
logical result of French experience during the post-war pe- 
riod. Between 1918 and 1926 French currency had lost four- 
fifths of its value through inflation and subsequent devalua- 
tion. This loss had weighed most heavily on people who 
lived on pensions and fixed salaries, and on the many small 
investors whose savings were in bonds. They had come to 
regard a currency securely based on gold as the only defense 
against ruin, and the influence of their votes on official 
opinion was commanding. The French government approved 
a moderate rise in world prices, but opposed the achieve- 
ment of this objective by “artificial” means—that is, by cur- 
rency depreciation. Three days before the London Conference 
convened, Premier Daladier addressed the Chamber of Dep- 
uties, saying: “When we declare we will codperate with 
efforts to raise prices, it is by economic methods we mean to 
proceed and not by monetary or financial methods.” France 
continued to regard maintenance of the gold standard as 
“indispensable” and its government to believe that no per- 
manent advantage could be obtained “through the transitory 
improvement worked through monetary manipulation.” As 
for countries which had abandoned gold, “they should at 
least agree to stabilization in fact.” On this statement of 
policy M. Daladier received a vote of confidence in the 
Chamber by a poll of 406 to 185." 

The attitude of France was shared by other members of 
the small group of Continental nations which still remained 
on the gold standard. This group included Italy, Belgium, 
Switzerland, and the Netherlands. Only two of these na- 
tions, Italy and Belgium, had been forced like France to 
devaluate their currency as a result of their post-war ex- 
perience. But along with France all of them had a domestic 
economy in which the small rentier played an important 
rdle. All harbored a deep skepticism of managed currencies 
and all had a phobia of inflation. 


*Le Temps, June 11, 1933. 
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The attitude of Great Britain was more complex, because 
British opinion was less united. The financial and creditor 
interests represented by the Bank of England and the City 
leaned strongly toward the gold-standard group. The indus- 
trial interests, both capital and labor, looked with more favor 
on a vigorous policy of price-raising. To some extent the 
address in which the Chancellor of the Exchequer expressed 
the position of the British government at the opening of 
the conference reflected both opinions. Mr. Chamberlain 
endorsed the view that “the ultimate aim of monetary policy 
should be the restoration of a satisfactory international stand- 
ard” and asserted that there was ‘‘no doubt the gold standard 
seems to be generally acceptable.” But he also described as 
the first condition of Britain’s return to gold “‘a rise in the 
general level of the wholesale prices of commodities sufh- 
cient to restore equilibrium between prices and costs.” He 
did not, however, favor achieving this rise through competi- 
tive currency depreciation. ‘The immediate objective” with 
respect to monetary policy ‘‘should be to secure approximate 
stability between the currencies of the principal countries of 
the world, in order that trade may not be hampered by vio- 
lent, unpredictable fluctuations.” 

The British government thus agreed with the gold bloc in 
favoring immediate stabilization, but public opinion behind 
the government was divided and in a mood to await devel- 
opments in the conference. These developments were neces- 
sarily dependent in large measure on the policy of the 
United States. 


2. The Background of American Policy 


In the months immediately before the conference con- 
vened, the American government on a number of occasions 
had expressed not only its faith in the ultimate restoration 
of the gold standard, but its conviction that an immediate 


* Journal of the Monetary and Economic Conference, June 15, 1933. Re- 
ferred to hereafter as Journal. 
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de facto stabilization of currencies could properly be con- 
sidered at London. These statements did not antedate the 
departure of the United States from the gold standard. They 
were made after this action had been taken, after the Amer- 
ican government had suspended gold payments on its own 
obligations, and after the President had discussed with 
European statesmen the purposes of the London Conference. 

Thus, in a joint statement issued with the Italian Minister 
of Finance on May 6 the President asserted: “We are in 
agreement that a fixed measure of exchange values must be 
reéstablished in the world and we believe that this measure 
must be gold.” Steps “must be taken to restore normal con- 
ditions in the financial and monetary field and stability in 
international exchanges.”* In a joint statement with M. 
Herriot of France, issued at about the same time, he said that 
the London Conference must seek “the reéstablishment of a 
normal financial and monetary situation,”* and with Dr. 
Schacht of Germany he favored “the creation of stable condi- 
tions in the monetary field.””® In a radio address broadcast to 
the American public on the evening of May 7, he described 
as one of the chief purposes of consultation with other gov- 
ernments “the setting up of a stabilization of currencies, in 
order that trade can make contracts ahead.” In his message 
of May 16, addressed to the heads of fifty-four governments 
represented at the Disarmament Conference and invited to 
send delegates to London, he said that the London Confer- 
ence would ‘“‘meet soon and must come to its conclusions 
quickly”; that the world could not “await deliberations long 
drawn out’; and that as one of its tasks ‘“‘the conference 
must establish order in place of the present chaos by a stabili- 
zation of currencies.’”® 

American support of the proposal for stabilization was 
thus stated frequently and explicitly over a period of several 


* Department of State Press Release, May 6, 1933. 
* Ibid., April 28, 1933. 
5 Ibid., May 12, 1933. 
*Ibid., May 16, 1933. 
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weeks following suspension of the gold standard by this 
country. Yet when the London Conference convened, within 
a month after the latest of these statements, the position of 
the United States had changed entirely and the full force 
of its influence was thrown against stabilization. 

The explanation of this change in American policy must 
be sought in the trend of business activity in the United 
States. On March 4, when the Roosevelt Administration took 
over authority in Washington, wholesale prices had fallen to 
a new post-war low and the index number of the Bureau of 
Labor Statistics, representing the average price of 784 com- 
modities, stood at 59.6, compared with 65.2 on the same 
date in 1932. Three months later, when the Economic Con- 
ference convened in London, this index had advanced from 
59.6 to 64.0, a gain of 7.4 per cent in fourteen weeks. Other 
indices, based on a smaller number of commodities and more 
sensitive to sudden changes, had risen still more sharply. 
Thus the Annalist’s index had advanced from 80.5 to 93.7, 
a gain of 16.4 per cent for the period between March 4 and 
the date set for the conference. 

Individual commodities, of great importance to large num- 
bers of American producers, had experienced remarkable 
advances in terms of dollars if not in terms of gold. Between 
March 1 and the end of the first week of June the price of 
wheat rose 54.5 per cent, of cotton 51.2 per cent, of corn 84 
per cent, of raw wool 60.2 per cent, of copper 60 per 
cent, and of hides 145.2 per cent. Gains were particularly 
large among farm products, which had previously been de- 
flated most severely, and the Department of Agriculture 
index of farm purchasing power advanced from 50 in March 
to 52 in April and to 61 in May, when it stood at the highest 
point since August, 1931. 

At the same time security prices had also been advancing. 
The Standard Statistics Company index of common stocks 
rose from 43 in March to 63 in May. A substantial increase 
in the value of security investments had greatly improved the 
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position of the banks, and at the end of May the Federal 
Reserve Board reported that 5,536 of the 6,699 member 
institutions, with approximately 26,000 million dollars of 
the total of 28,000 millions on deposit at the beginning of 
the year, had received licenses to reopen. Money rates de- 
clined in May and at the end of the month were close to the 
low levels prevailing before the banking crisis. Gold and 
other currency continued to flow back into the central banks, 
and by May 31 there had been a decline of 1,670 millions in 
the amount of money “in circulation” on March 4. 

Finally, this period between the inauguration of the new 
Administration and the assembling of the London Confer- 
ence had witnessed gains in industry and trade. The volume 
of industrial production, as measured by the Federal Reserve 
Board's seasonally adjusted index, increased from 60 per 
cent of the 1923-25 average in March to 77 in May, com- 
pared with a low of 58 in July, 1932. Steel mill activity 
advanced from 16 per cent of capacity in March to 34 per 
cent in May. For the first time since 1929, gross revenue of 
the Class I railroads showed in May an increase over the 
corresponding month of the previous year, and net operating 
income was nearly four times as large as in May, 1932. 
Employment and payrolls lagged behind this swift improve- 
ment, but both increased during April and May." 

Such, in brief, had been the progress toward recovery in 
the United States made during the months immediately be- 
fore the London Conference convened, and in this record is 
to be found the key to the change in American policy regard- 
ing stabilization of currencies. The influences responsible for 
the improvement of business and of prices were complex and 
impossible to measure mathematically. To many observers 
the decisive factor was merely the natural rebound which 


* The Department of Labor index of employment advanced by 1.6 per cent 
in the first of these two months and by 4.8 per cent in the second, and its 
index of payrolls by 4.5 per cent and by 11.5 per cent. The fact that gains 
in payrolls exceeded those in employment indicated some increase of wages 
or of working hours in establishments operating on part time. 
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followed the termination of the banking crisis: since the 
autumn of 1931 banking influences had plainly exerted a 
persistent and destructive pressure on the price structure, 
and the bank holiday had brought a climax to this process 
of deflation. Other observers were of the opinion that a 
definite cyclical upturn of business had begun at midyear in 
1932, and that since then the underlying forces had been 
working for improvement. Still others stressed the psycho- 
logical importance of a change in Administrations, or the 
fact that abnormally low stocks of manufactured goods were 
certain to demand replenishment once the spirit of panic had 
subsided, or, with special reference to the swift rise of farm 
commodities, forecasts indicating the smallest crops of a 
generation, not only of wheat, but of corn, oats, rye, tobacco, 
and other products. But it was also clear, and to many other 
observers this was the decisive factor, that the sharpest gains 
had been made after the suspension of the gold standard, 
with its lure or threat of inflation, and equally clear that 
prices of both commodities and common shares had fluctu- 
ated during April and May in approximate relation to de- 
preciation in the external value of the dollar. 

By the time the London Conference convened, it was evi- 
dent that the Administration regarded the decline of the 
dollar as an important influence in this phase of recovery 
and believed that its stabilization at too early a date would 
jeopardize the gains made during the preceding two months. 


3. Confusion of Policy at London 


The basic cause of confusion in American policy at London 
was the fact that the Administration had changed its mind 
between May 16 and June 12 but had failed to work out 
clearly the implications of this change, in so far as American 
participation in the Economic Conference was concerned. 
After May 16, when the President had called for prompt 
action at London to “establish order in place of the present 
chaos by a stabilization of currencies,” there had been no 
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further mention of this question in White House state- 
ments, and the course of events plainly indicated the altered 
policy of the Administration. But when the American dele- 
gation sailed for London on May 31 the program to which 
it was still nominally committed was the program prepared 
for the conference in the preceding January by the inter- 
national commission of experts appointed for this purpose.® 
This program was opposed to currency depreciation as a 
means of restoring prosperity. Its guiding principle was to 
facilitate a prompt return to gold in order to eliminate un- 
certainty and pave the way for a resumption of business 
activity. 

Failure of the American government to adjust its position 
at London to its altered domestic policy was illustrated, even 
before the conference convened, by the personnel of its dele- 
gation. This included Secretary Hull, Senator Key Pittman 
of Nevada, Representative S$. D. McReynolds of Tennessee, 
Mr. Ralph W. Morrison of Texas, Mr. James M. Cox of 
Ohio, and Senator James Couzens of Michigan. Senator 
Couzens was pressed into service at the last moment as a 
nominal representative of Republican opinion in Congress. 
The talents of these men were varied, but did not include 
either experience in the ways of international conferences or 
the special training which would have enabled them to dis- 
cuss and to explain at London the financial policy on which 
the Roosevelt Administration had now embarked. The fact 
that the Administration had sent Dr. O. M. W. Sprague to 
London before the conference convened seemed to suggest 
that it was still ready to discuss stabilization. Dr. Sprague, 
recently appointed as adviser to the Treasury, had had first- 
hand experience as economic adviser to the Bank of England, 
and his visit to London was made for the purpose of dis- 
cussing with representatives of central banks in London and 


*Cf. Chapter I. The American representatives on this commission were 
officially designated by the government but received no instructions as to the 
policies they should support at the meeting in Geneva. 
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Paris the mechanism of controlling fluctuations. He was ac- 
companied on this mission by Mr. George L. Harrison, gov- 
ernor of the Federal Reserve Bank of New York. 

Evidence of confusion in American policy was not long 
in making its appearance. On the fourth day of the con- 
ference Mr. Cox of the American delegation was chosen as 
president of the important commission appointed to deal 
with monetary affairs, though France had earnestly desired 
that this position be given to its Minister of Finance, M. 
Georges Bonnet. Through the League of Nations Informa- 
tion Section Mr. Cox thereupon issued a statement which, 
while made in the best of faith, was curiously at odds with 
the real position of his government. In it he said that he had 
“always favored a sound monetary policy” and “thoroughly 
understood the French view of this question.” He had al- 
ready “had important conversations” with M. Bonnet which 
convinced him that there was “no essential divergence of 
our views in regard to restoring financial and monetary order 
in the world.’”® 

This statement revived the emphasis formerly placed by 
President Roosevelt on the necessity of reéstablishing “‘finan- 
cial order’ and was unquestionably reassuring to France, 
especially in view of the progress made by representatives of 
the three chief central banks in their discussion of technical 
methods of preventing fluctuations. M. Bonnet issued a com- 
plementary statement to Mr. Cox’s, declaring that “‘a return 
to monetary stability is an indispensable condition to a return 
of confidence,” and asserting that he had expressed this 
opinion ‘with the greatest frankness” to the American and 
British delegations.’ 

On June 16 the American and British financial experts at 
the conference completed the draft of a tentative plan for 
the temporary stabilization of the pound and the dollar at 
existing levels. If adopted, this arrangement would have 


* New York Times, June 16, 1933. 
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required the consent of the Roosevelt Administration to 
refrain for the time being from exercising any of the infla- 
tionary powers recently granted to it by Congress. 

News of these developments caused a sharp break in the 
speculative markets in the United States, on the theory that 
immediate stabilization was in prospect. The Administration 
sharply asserted that reports of any agreement on this ques- 
tion were unfounded. In a statement issued at the White 
House, Secretary Woodin said: ‘Any proposal concerning 
stabilization would have to be submitted to the President 
and to the Treasury. No suggestion of such a proposal has 
reached here. The discussions in London in regard to this 
subject must be exploratory only, and any agreement on this 
subject will be reached in Washington, not elsewhere.” 

This statement failed to affirm the fact that the Admin- 
istration had determined to withhold its approval from any 
agreement on this question at this time. For a week uncer- 
tainty prevailed in London. There were inquiries from the 
American delegation, seeking a clearer understanding, and 
unofficial reports that new instructions would be brought 
from Washington by Assistant Secretary of State Moley, who 
sailed for London during the second week of the conference. 
It was not until June 22, ten days after the conference con- 
vened, that the American position was made entirely clear. 
The American delegation then declared, in a formal state- 
ment: 


Undue emphasis has been placed upon consideration of the plan 
proposed for temporary de facto stabilization of currencies. The fact 
is that this was never an affair of the delegation. It was considered 
by representatives of the Treasuries and central banks of the United 
States, Great Britain, and France, Dr. Sprague having been specially 
sent to represent the United States Treasury for this purpose. 

The American government at Washington finds that measures 
of temporary stabilization now would be untimely. The reason why 
it is considered untimely is because the American government feels 
that its efforts to raise prices are the most important contribution it 
can make and that anything that would interfere with those efforts 
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and possibly cause a violent price recession would harm the con- 
ference more than the lack of an immediate agreement for tempo- 
tary stabilization.4 

Critics of this statement pointed out that the American 
government now regretted the “undue emphasis” given to 
a proposal which, one month before, it had described as a 
matter of necessity. But the plain fact was that the Admin- 
istration had changed its mind in a rapidly changing situa- 
tion. The declaration of June 22 was intended finally to make 
it clear that price-raising had become the first consideration 
of American policy and that no agreement would be accepted 
which threatened to hamper this endeavor. 


4. The Appeal of the Gold Nations 


It was inevitable that this statement should disappoint the 
nations still on gold. In Paris the semi-official Temps thought 
that it had created “‘a deplorable impression” ;* the Matin 
suggested that the American government had “torpedoed” 
the London meeting; the Journal des Débats believed that 
the conference had now “‘lost its raison d’étre.’* Doubts 
were expressed whether, with stabilization ruled out, it could 
accomplish any of the work which had been assigned to it. 

In order to organize this work the conference had created 
two commissions as soon as it convened: the Monetary Com- 
mission presided over by Mr. Cox and an Economic Com- 
mission with Mr. Colijn of Holland as president. This second 
commission had in turn divided the questions before it under 
four main heads: (1) commercial policy, (2) codrdination 
of production, (3) subsidies, and (4) other forms of in- 
direct protection. Meantime the Monetary Commission had 
decided to direct its inquiries along two separate lines: im- 
mediate measures of financial reconstruction and permanent 
measures for the reéstablishment of an international mone- 
tary standard. 


™ Department of State Press Release, June 22, 1933. 
Le Temps, June 24, 1933. 
* New York Times, June 24, 1933. 
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Unwillingness of the American government to consider 
any plan for currency stabilization ruled out the most im- 
portant question pending before the subcommission dealing 
with immediate measures. But the Subcommission on Perma- 
nent Measures had before it a draft resolution of American 
authorship, introduced by Senator Pittman, declaring, inter 
alia, (a) that gold should be reéstablished “as quickly as 
practicable” as the international measure of exchange values; 
(b) that the use of gold should be confined to its employ- 
ment as cover for circulation and as a medium for settling 
international balances of payments; (c) that the legal mini- 
mum metal cover of central banks should be reduced and 
standardized at 25 per cent; and (d) that central banks 
should hold 20 per cent of their metal cover optionally in 
gold or silver, “provided that silver is obtainable at or below 
a price to be agreed upon as corresponding to the general 
level of commodity prices.”"* In American opinion these 
proposals were entirely consistent with the position taken at 
Washington against immediate stabilization. For the state- 
ment of June 22 declared that our delegation in London, 
while compelled to oppose immediate steps in this direction, 
was ready to consider plans for “ultimate world-wide stabi- 
lization of unstable currencies.” 

For several days following announcement of the American 
position, the Subcommission on Permanent Measures con- 
tinued to hold discussions, to consider abstract principles, 
and to go through the motion of adopting resolutions. But 
an atmosphere of unreality surrounded these deliberations, 
and the forbidden topic of stabilization was kept alive, as a 
subject of discussion, by the performance of the American 
dollar. 

When the conference assembled on June 12, the dollar 
had fallen to the value of 80.4 cents in terms of the French 
franc, the lowest point reached thus far since the suspension 


“The complete text of the Pittman resolution will be found in Appendix 
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of the gold standard by the United States. From this point it 
rallied, on reports that stabilization at London was in pros- 
pect. But after the denial by Secretary Woodin that any 
agreement had been reached and after the American state- 
ment of June 22, describing stabilization as “untimely” and 
“never an affair of the delegation” at London, the dollar 
went to 78.5 cents in terms of gold. Its course during the 
following six days was erratic in the extreme, with minor 
rallies followed by sharp declines. On June 28, hammered 
by speculative selling, the dollar was quoted at a new low 
price of 76.3 cents, but recovered to 78.8 cents on the 29th. 

These convulsive fluctuations in the value of. American 
currency created an atmosphere of uncertainty in Europe and 
particularly in the nations still on gold. For, as the dollar 
fell, financial opinion in these countries came increasingly 
to believe that the British government would be either forced 
or tempted to set the pound loose in pursuit of it, thereby 
initiating a competition in currency depreciation which would 
subject gold currencies to greater pressure than they could 
stand. On June 26 selling was directed suddenly against the 
Dutch guilder, on the theory that it would be the first to 
fall, and during the day’s transactions the guilder declined 
sharply in all of the world’s money markets. It was steadied 
on the following day by substantial shipments of gold to 
Holland and by an increase to 414 per cent in the Nether- 
lands Bank rate. But the situation was obscure and the nerves 
of the London Conference were jumpy. It was pointed out 
that even the strongest of the gold nations, France, while 
possessing large reserves of metal, faced a budget unbal- 
anced by at least 3,600 million francs at the end of the year 
and an unfavorable trade balance of about 1,000 million 
francs a month. 

With nervousness in the gold nations increasing, and home 
governments complaining that the course of events at Lon- 
don was tending to develop a spirit of panic among their 
publics, representatives of these nations sought some means 
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of strengthening faith in the gold standard. With this end 
in view they arrived, after many hurried conferences on 
June 28 and 29, at a tentative seven-power declaration to be 
made jointly by the five nations in the gold bloc, Great 
Britain, and the United States. The governments of these 
countries were to announce publicly their belief “that stabil- 
ity in the international monetary field should be obtained 
as quickly as possible.’” Governments whose currencies were 
still on gold were to declare “their intent to maintain the 
free working of that standard at current gold parities and in 
conformity to their respective monetary laws, believing that 
maintenance of existing gold parities is in the interest of 
world recovery.” Britain and the United States were to “take 
note” of this intention “and recognize its importance with- 
out in any way prejudicing their own future ratios to gold,” 
at the same fime “‘reiterating that the ultimate objective of 
their currency policy is to bring back an international stand- 
ard based on gold under proper conditions.” All seven gov- 
ernments were to adopt such measures as they might “deem 
most effective to limit exchange speculations” and to ask 
their central banks to work with those of other countries 
“in limiting speculation and, at the proper time, inaugurat- 
ing an international gold standard.’ 


5. The American Reply 


This declaration was essentially a diplomatic formula of 
the sort to which governments resort when they are unable 
to make decisions. It fell far short of the assurances for 
which the gold nations had originally hoped. In their con- 
ferences on June 28 and 29 they had at first urged Britain 
to announce her intention to peg the pound to gold at least 
for the duration of the conference. But the British govern- 
ment, loath to dissociate itself either from the Continental 
nations or the United States, had rejected this request and 


% The complete text of the proposed seven-power declaration will be 
found in Appendix III. 
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sought instead some compromise which would prevent the 
development of a money crisis in Europe without involving 
the American government in commitments which would 
hamper its announced policy of raising prices. 

With this end in view the first part of the declaration, 
expressing the belief that “‘stability in the international mone- 
tary field should be obtained as quickly as possible,” was 
taken almost textually from the Pittman resolution, which 
the American government had approved. The clauses reaf- 
firming the intention of countries which had left gold to 
return to it “under proper conditions” and as an “ultimate 
objective” were inserted for the benefit of the gold bloc. 
Freedom of action for the United States was ostensibly as- 
sured by the reservation to each government not only of the 
time of its resumption of gold payments, but of its “own 
future ratio to gold.”” The concluding paragraphs, pledging 
a joint effort ‘“‘to limit exchange speculations,” called chiefly 
for the codperation of central banks rather than of govern- 
ments themselves. 

The American representatives in London recognized that 
the tone of the declaration was such as to give great emphasis 
to the importance of maintaining the gold standard where 
it still existed and of restoring it, “under proper conditions,” 
where it had been suspended. But they also believed that in 
its final form it left the American government a free hand, 
that its adoption would avert a possible break-up of the 
conference, and that by accepting it the United States would 
escape the charge that its policy at London had helped to 
force other nations to abandon gold. For these reasons they 
submitted the declaration to the President, with a recom- 
mendation that he consider giving it approval. 

This was on the afternoon of Friday, June 30. The Presi- 
dent was then at Campobello Island, across the Canadian 
border, on a short vacation cruise with members of his 
family. In London representatives of the chief powers in 
the conference gathered at 10 Downing Street to await his 
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answer until late at night. No reply was received that eve- 
ning. But one reached London on the following morning. 
It was a rejection of the plan. The text of the reply was not 
made public, a brief communiqué issued at the headquarters 
of the American delegation merely announcing: ‘“The Presi- 
dent has informed the Secretary of State that he has rejected 
the joint proposal in its present form, and the Secretary of 
State will make a statement on Monday elaborating the 
United States policy in the monetary field.” 

This statement was never made. For on Monday the con- 
ference received from Mr. Roosevelt a message in which he 
spoke with great vigor for himself. This message was drafted 
aboard the cruiser Indianapolis, on which the President was 
returning from Campobello, and sent by wireless to Wash- 
ington for transmission to London. In it Mr. Roosevelt de- 
clared that he ‘“‘would regard it as a catastrophe amounting 
to a world tragedy if the great conference of nations called 
to bring about a more real and permanent financial stability 
and a greater prosperity to the masses of all nations should 
in advance of any serious effort to consider these broader 
problems allow itself to be diverted by the proposal of a 
purely artificial and temporary experiment affecting the 
monetary exchange of a few nations only.” Such action 
would show “‘a singular lack of proportion and a failure to 
remember the larger purposes for which the Economic Con- 
ference originally was called together.” The price of a coun- 
try’s currency in terms of foreign exchange was of less im- 
portance than a sound internal economic system. “So, too, 
old fetishes of so-called international bankers are being re- 
placed by efforts to plan national currencies with the objec- 
tive of giving to those currencies a continuing purchasing 
power which does not greatly vary in terms of the com- 
modities and need of modern civilization. Let me be frank 
in saying that the United States seeks the kind of a dollar 
which a generation hence will have the same purchasing and 
debt-paying power as the dollar value we hope to attain in 
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the near future.” The broad purpose of American policy 
was “permanent stabilization of every nation’s currency.” 
Gold, or gold and silver, would well continue to function as 
a metallic reserve; but this was not the time either “to dissi- 
pate gold reserves” or to attempt “temporary exchange fix- 
ing.” Of greater importance was the mitigation of existing 
embargoes in order to facilitate trade. ‘“The conference was 
called to better and perhaps to cure fundamental economic 
ills. It must not be diverted from that effort.’’!® 


6. The Decision to Continue 


In London this message from Mr. Roosevelt produced a 
profound impression. To the American representatives it 
came as a complete surprise, bringing fresh evidence that a 
delegation which lacked both experience and unity also 
lacked effective contact with its government. Delegates of 
the gold nations, aroused by this unexpected rejection of a 
formula in which they had placed great hope, met at once 
and asserted, in a joint statement plainly intended as a re- 
joinder to the President, that their governments, “convinced 
that maintenance of their currencies is essential to the eco- 
nomic and financial restoration of the world . . . confirm 
their formal will to maintain the free functioning of the gold 
standard in their respective countries at the present gold 
parities and within the framework of existing monetary 
laws.”** From Paris came echoes of indignation voiced by 
an almost united press. Comment in British journals was 
more varied, but even in those sections of the press which 
had actively supported the American policy of price-raising 
the opinion was expressed that Mr. Roosevelt could not 
have understood the state of mind in the gold nations or 
have foreseen the effect upon the conference itself of the 
tone employed in his message. 


© The complete text of the President's message will be found in Appendix 
Il. 
™ New York Times, July 4, 1933. 
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Talk of an immediate adjournment was heard at once in 
London. The gold nations saw little reason to continue the 
discussions. A number of other delegations shared the belief 
that little could be gained by attempting to draft resolutions 
which would pretend to reconcile irreconcilable opinions on 
the question of monetary policy. But the American delega- 
tion did not take this view, and, both because it did not 
wish to accept responsibility for wrecking the conference 
and because it believed that the situation was not hopeless, 
threw its influence against adjournment. There were various 
important questions which could still be discussed, the 
American representatives argued in a formal statement sub- 
mitted to the Secretary-General of the conference on July 5, 
two days after Mr. Roosevelt’s message was received in 
London. “The first task is to restore prices to a level at 
which industry, and above all agriculture, can function profit- 
ably and efficiently. The second task is to preserve the stabil- 
ity of this adjustment, once achieved. The part which gold 
and silver should play after adjustment has been secured 
would seem a further subject for consideration by the con- 
ference. We conceive, therefore, that the great problems 
which justify the assemblying of nations are as present today 
and as deserving as was the case a few weeks ago; and we 
find it difficult to conceive that the view which it has been 
our obvious duty to take on the minor issues of stabilization 
can in any way diminish the advisability of such discussion.”*® 

In its efforts to hold the conference together the American 
delegation had the active support of the British Dominions, 
which also wished to discuss methods of raising prices. When 
the conference bureau met on the day following the latest 
American statement, Premier Bennett of Canada and Pre- 
mier Forbes of New Zealand seconded the argument of Sec- 
retary Hull against adjournment. The essence of this argu- 
ment was that the conference had scarcely touched most of 
the questions on its agenda, and that it could not afford to 

® New York Times, July 6, 1933. 
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disappoint the hopes it had aroused until every opportunity 
for agreement had been explored. 

Since no delegation or group of delegations was ready to 
take the initiative in breaking up the conference, the bureau 
agreed on July 6 to keep it in session and “to proceed with 
its work to the utmost possible extent and as rapidly as 
possible.” Recognizing that, “on account of circumstances 
which have recently arisen, countries on the gold standard 
find themselves obliged to declare that for the time being it 
is impossible for them to take part in any monetary discus- 
sions,” the steering committee agreed “(1) to request that 
each subcommittee meet as soon as possible to draw up a list 
of questions which can in these circumstances be usefully 
studied by it, and (2) to meet as soon as the reports of the 
subcommittees have been received, in order to make recom- 
mendations as to arrangements which should be made for 
the future business of the conference.”?® 


* Journal, July 7, 1933. 
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CHAPTER EIGHT 


THE WORLD ECONOMIC CONFERENCE: PROJECTS AND 
RESULTS 


THE President’s message of July 3 definitely foreclosed proce- 
dure by the conference under the old agenda, which had as 
its primary objective a return to gold. Once the United States 
decisively rejected this procedure, the old program collapsed, 
and the efforts of those who wished to prolong the discus- 
sions at London were necessarily directed toward organizing 
what was in effect a new conference. The resolution of July 
6, requesting each subcommission “to draw up a list of ques- 
tions which could be usefully studied by it,” was an attempt 
to start afresh. 

In this phase the conference did not seek to make decisions 
as to policies, but decisions as to what policies it could dis- 
cuss. Its alternatives here were shaped largely by its experi- 
ence thus far in dealing with other questions than 
stabilization. For this reason it is necessary to review briefly 
what had been happening behind the scenes while stabiliza- 
tion held the center of the stage, in the various subcommis- 
sions appointed to consider economic questions. 


1. Discussions of Economic Policy 


The Economic Commission which had been organized as 
soon as the conference convened divided the questions before 
it under five main heads: 

1. Commercial policy, which included tariffs, quotas, 
licensing systems, interpretation of the most-favored-nation 
clause, and means of providing foreign exchange. 
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2. Codrdination of production, particularly in the case of 
commodities competing in world markets. 

3. Subsidies and merchant shipping. 

4. Indirect protection, including administrative restrictions 
of imports, customs formalities, marks of origin, quarantines, 
and other measures indirectly affecting foreign trade. 

5. Public works. 

Early in the conference the subcommission appointed to 
consider the first of these five groups of questions received 
from the technical staff of the American delegation a “sug- 
gested agenda in the field of tariffs and commercial policy.” 
This memorandum was interpreted in London, and described 
elsewhere, as a statement of the American position on the 
chief economic questions before the conference. It recom- 
mended a continuance of the existing tariff truce, a liberaliza- 
tion of quota systems, and the encouragement of bilateral 
trade agreements based on the most-favored-nation principle 
in its unconditional form. But it also recommended the bold 
expedient of a 10 per cent horizontal reduction of all import 
duties in effect in all of the countries represented in the con- 
ference.’ 

This proposal was consistent with the position taken by 
the American government in April and May, when the ques- 
tion of lowering barriers to trade received much emphasis 
during the Washington conversations. It was also consistent 
with the address made by Secretary Hull at the opening of 
the conference, for this address had argued earnestly for the 
reduction of existing tariffs. But it was not consistent with 
recent legislation in the United States authorizing the im- 
position of new tariffs in connection with a national effort to 
raise prices, and it did not remain long before the conference. 
On June 18, the day following publication of this memoran- 
dum, Senator Pittman announced in London that a mishap 
had occurred, for which the press was not responsible. “No 
such proposition [as a 10 per cent horizontal reduction of 


*New York Times, June 18, 1933. 
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tariffs} was submitted by the American delegation.” Its tech- 
nical advisers “may have drafted their ideas to form the basis 
of discussions for the agenda of the Economic Commission,” 
and Mr. Pittman was in fact informed that “these sugges- 
tions were transmitted to and given publicity” through the 
machinery of the conference. But it was “unfortunate that 
through error the statement was attributed to the American 
delegation.’ 

This incident, occurring at about the time Secretary 
Woodin was denying reports of an agreement on stabiliza- 
tion of the dollar, added to the uncertainty in London con- 
cerning the American position. A few days later, on June 
22, Secretary Hull sought to remove this uncertainty, in so 
far as economic policy was concerned, by submitting a reso- 
lution which could be guaranteed as “introduced by Secte- 
tary of State Hull by the authority of the American delegation 
and in accordance with instructions of the United States gov- 
ernment.” This resolution called upon all countries partici- 
pating in the conference to agree (1) “that it is against the 
common interest for any nation to adopt or to continue a 
policy of extreme economic nationalism and to raise addi- 
tional trade barriers and discriminations’; (2) “that em- 
bargoes, import quotas, and various other arbitrary restrictions 
should be removed completely as quickly as possible”; (3) 
that tariff barriers should “‘be reduced as quickly as possible 
. . . to a point where trade can once more move in a free 
and normal manner,” and (4) “that care should be taken, 
in making bilateral or multilateral agreements, not to intro- 
duce discriminatory features which, while providing an ad- 
vantage to contracting parties, would react disadvantageously 
upon world trade as a whole.’’® 

This resolution was much more general than the earlier 
memorandum, since it avoided all specific proposals (such 

* New York Times, June 19, 1933. 


*The complete text of the American resolution on trade restrictions will 
be found in Appendix III. 
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as a horizontal reduction of ro per cent in existing tariffs) 
and merely expressed in broad terms the hope that trade 
might be freed of restrictions “‘as quickly as possible.” In- 
troduced on June 22, the resolution was discussed in the Sub- 
commission on Commercial Policy, along with proposals 
submitted by other delegations. But it was precisely at this 
time that a crisis was developing in the conference over cur- 
rency stabilization, and until some agreement had been 
reached on the latter question various nations were unwilling 
to consider the abolition of quotas, the lowering of tariffs, 
and the abandonment-of exchange controls which had been 
imposed, in many instances, primarily as a defense against 
depreciated and unstable money. The subcommission itself 
reported that its whole work was based on “‘the stabilization, 
or at any rate the de facto stability, of currencies. When 
events showed that this hypothesis could not be realized, 

. several countries, in view of the fluctuations in the ex- 
changes, deemed it necessary to reserve full liberty of ac- 
tion.’”* 

The experience of the Subcommission on Commercial 
Policy was paralleled in the other subcommissions. Each had 
debated resolutions, but each had found a group of delega- 
tions unable or unwilling to recommend a course of action 
until some decision had been reached with respect to cur- 
rencies. The Subcommission on Subsidies and Merchant 
Shipping had discussed a British proposal for the ultimate 
abolition of state bounties and a French plan for an interna- 
tional pool of steamship lines. Special committees had been 
appointed in the Subcommission on Coérdination of Produc- 
tion to consider problems concerning coal, copper, tin, tim- 
ber, sugar, coffee, cocoa, wine, and dairy products. The 
Subcommission on Indirect Protection had debated the possi- 
bility of obtaining some relaxation of the more important 
administrative restrictions on foreign trade. But in addition 
to the difficulties inherent in these questions, each subcom- 


* League of Nations Publication, Official No. C. 435. M. 220. 1933. II. 22. 
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mission had been hampered by a lack of genuine interest in 
its work when the attention of the conference was focused 
on the dispute over stabilization. In none of these matters 
had it been possible, during the first three weeks at London, 
to reach conclusions while the question of monetary policy 
remained unsettled. 


2. The Search for an Agenda 


This was the situation on July 6, when the decision was 
made to keep the conference in session. Since experience up 
to this point had demonstrated the difficulty of reaching con- 
clusions on economic questions without a prior agreement 
on financial policy, the British delegation now proposed that 
the Subcommission on Immediate Measures of the Monetary 
and Financial Commission be authorized to start afresh and 
to reéxplore all of the questions on its original agenda— 
namely, price levels, credit policy, limitation of currency fluc- 
tuations, exchange control, problems of private indebtedness, 
and resumption of foreign lending.® 

This suggestion was satisfactory to the American delega- 
tion, which wished to discuss price levels, and had made 
entirely clear by this time its insistence that discussions of 
plans to limit currency fluctuations must not include stabiliza- 
tion of the dollar. But the nations in the gold bloc found 
the British proposal unacceptable. With stabilization ruled 
out, they saw little reason to continue discussions of monetary 
policy, and feared that their participation in such discussions 
would merely feed new speculative rumors and stimulate new 
doubts of their ability to remain on gold. Moreover, they 
regarded the British suggestion as a breach of the agreement 
made when the bureau, or steering committee, decided to 
hold the conference together. For this agreement specifically 
noted that ‘countries on the gold standard found themselves 
obliged to declare that for the time being it is impossible for 


* Journal of the Monetary and Economic Conference, July 8, 159, 162. 
Referred to hereafter as Journal. 
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them to take any part in monetary discussions,” and in the 
Opinion of these countries it was now proposed to disregard 
this understanding. The gold nations therefore opposed the 
British plan and their representatives at London argued 
against its acceptance. At the end of a spirited debate the 
question was put to a formal vote—the first and the last in 
the whole course of the conference. By a majority of twenty- 
five to fifteen, with Soviet Russia abstaining and twenty-three 
nations not represented, the British proposal was carried.® 
The twenty-five favoring it included Great Britain and six 
states within the Empire, seven Latin American countries, 
three Scandinavian, two Baltic, the Far Eastern nations, 
and the United States. The fifteen nations opposing the reso- 
lution included the whole of Continental Europe west of 
Russia except Portugal, Scandinavia, and two of the Baltic 
states. 

By this decision the subcommission formally committed 
itself to continue a discussion which had hitherto made little 
progress. But the futility of attempting to reach unanimous 
agreement in the face of opposition from fifteen states was 
readily apparent, and on July 11, four days after this vote 
was taken, the bureau undertook to rule out all contentious 
questions, and to limit the work of the Monetary and Finan- 
cial Commission exclusively to matters of secondary interest 
and importance. It decided that the Subcommission on Im- 
mediate Measures should “proceed in the first instance to 
the discussion of the subject of indebtedness,” while the Sub- 
commission on Permanent Measures was to consider certain 
resolutions on central banking codperation and “‘to pursue 
through its subcommittees the examination of the question 
of silver, and any other subject . . . which may by general 
agreement be considered suitable for discussion.’’? 

The search for a new agenda, the characteristic second 
phase of the London Conference, thus ended in a decision to 


* Journal, July 8, 162. 
* [bid., July 12, 175. 
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discuss private indebtedness, central banks, and silver. It was 
evident that these questions were not of sufficient importance 
to hold the conference together and obvious that the decision 
of the bureau foreshadowed an early adjournment. A last- 
minute effort was made, however, to reach agreement on one 
other point—namely, public works. On July 13 the Eco- 
nomic Commission debated a resolution urging a codrdinated 
program of large-scale public building as a means of reviv- 
ing business and relieving unemployment.® A similar resolu- 
tion had been introduced by the American delegation early 
in the conference,® and the present proposal now drew quali- 
fied support from several delegations. Nothing came of it, 
however, partly because few of the governments represented 
at London were in a position to increase their public debts 
and partly because other governments, possessing larger re- 
sources, were either reluctant to extend foreign loans to na- 
tions which would need them or else convinced that large 
expenditures for public works were a mistaken policy. Thus 
Mr. Runciman announced that the British government was 
unwilling to support the plan. “It had devoted about £100,- 
000,000 to various schemes and had found that, for every 
£1,000,000 so utilized, employment had been given to about 
2,000 men directly and 2,000 indirectly. The method was 
very expensive and the government did not intend to repeat 
the experiment.” Nor did it feel that “it could usefully take 
part in any international scheme” or “‘participate in a com- 
mittee set up with that object.’?° 

With an agreement on public works thus impracticable, 
and the approaches to other major questions barred by earlier 


* Journal, July 14, 180. 

* New York Times, June 23, 1933. The American delegation also intro- 
duced the following resolution: “Representatives of the powers participating 
in this conference, considering that unemployment and consequent great dis- 
tress are now prevalent throughout the world, considering that existence of 
this situation is one of the gravest problems with which governments are 
confronted at present, declare that they view with favor lessened hours 
of labor and a rising scale of wages which should increase in proportion 
to the augmentation of productivity.” Ibid., July 14, 1933. 

* Journal, July 14, 185. 
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disagreements, the conference had little to do except fix a 
date for a plenary session before adjourning and wait mean- 
time for its commissions to file reports on the work assigned 
to them. 


3. The Work of the Monetary and Financial Commission 


The report of the Monetary and Financial Commission 
was completed on July 24, a little more than two weeks after 
the first phase of the conference ended and the unsuccessful 
search began for a new and more promising agenda. The 
report dealt separately with the work of the two subcom- 
missions, and in reviewing the results achieved at London 
it is convenient to observe this distinction. 


A. Immediate Measures 


As we have noted, there were six questions on the pro- 
gram of the Subcommission on Immediate Measures when 
the conference convened: credit policy, price levels, private 
indebtedness, limitation of currency fluctuations, exchange 
control, and resumption of foreign lending. The final report 
noted that shortly after conversations on the first three of 
these questions had been begun, it was necessary to discon- 
tinue them “‘in view of certain events affecting the possibility 
of reaching, for the time being, full agreement on the terms 
of resolutions.’"' This meant, of course, the unwillingness 
of the United States to consider stabilization and the recipro- 
cal unwillingness of the gold nations to consider other mone- 
tary questions if stabilization was not to be discussed. 

Thereafter, the report noted, the subcommission had been 
unable to make any progress with respect to five of the six 
questions on its program. The sole exception was private 
indebtedness. Here a solution cast in exceedingly broad terms 
was adopted. It declared (1) that the ability of debtors 
would be “assisted by a return to a reasonable degree of 


“ League of Nations Publication, Official No. C. 435. M. 220. 1933. IIL., 
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freedom in the movement of goods and services” (though the 
conference itself had been unable to achieve this freedom) ; 
(2) that debtors should make every effort to pay their debts; 
(3) that creditors should recognize the debtors’ difficulties; 
(4) that organization of creditors to defend their common 
interests was desirable, and (5) that “the question of inter- 
governmental debts lies entirely outside the field of discus- 
sion of this conference.” 

This cautious resolution represented the sole accomplish- 
ment of the Subcommission on Immediate Measures. 


B. Permanent Measures 


The Subcommission on Permanent Measures achieved a 
larger measure of success in the drafting of resolutions. On 
several points it was able to recommend a policy to the con- 
ference, and through the conference to the governments rep- 
resented in its work. 


i. Gold Reserves 


A resolution was adopted expressing the opinion that 
under modern conditions gold is required not for internal 
circulation but as a reserve against central bank liabilities 
and primarily to meet “external demands for payments caused 
by some disequilibrium on foreign account.” Accordingly, it 
was declared to be “undesirable to put gold coins or gold 
certificates into internal circulation.” 

A second resolution recommended that “in order to im- 
prove the working of a future gold standard greater elasticity 
should be given to central bank legal cover provisions; for 
instance, in so far as the system of percentage gold cover is 
applied, a minimum ratio of not more than 25 per cent 
should be considered as sufficient.” It was urged, however, 
that such changes should “‘not be taken as an excuse for un- 
duly building up a larger superstructure of notes and credits; 
in other words, the effect of this resolution should be to in- 
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crease the free reserve of central banks and thereby to 
strengthen their position.” 


ii. Central Bank Cod peration 


Three resolutions were also adopted on the subject of cen- 
tral bank codperation. The first merely urged the establish- 
ment of central banks in countries where such institutions 
did not exist. The second recommended the adaptation of 
central banks in certain agricultural countries to the special 
economic conditions of those countries. The third, equally 
guarded, “reaffirmed the declaration of previous conferences 
with regard to the great utility of close and continuous co- 
operation between central banks,” and expressed the hope 
that the Bank for International Settlements might play an 
increasingly important part as an instrument of common ac- 
tion. 


ili. Functioning of the Gold Standard 


With opinion in the conference deeply divided, no declara- 
tion could be made on the functioning of the gold standard 
unless it was put in terms so abstract as to avoid all con- 
troversial points. A resolution of this sort was presented 
to the Subcommission on Permanent Measures at its final 
meeting on July 20. With evident prudence it restated certain 
general principles. The discretion of each central bank in 
regulating the working of the gold standard in its own coun- 
try must remain unimpaired, but central banks should also 
recognize that they had “a task of international character” 
to perform. It should be their aim “to codrdinate the policy 
pursued in the various centers in order to contribute towards 
the satisfactory working of the international gold standard 
system.”” In particular, they should attempt to maintain a 
fundamental equilibrium in the balance of payments of each 
nation and permit gold movements to make their classical in- 
fluence felt both in countries losing gold and countries gain- 
ing it. So far as domestic situations would permit, they should 
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expand and contract credit in an effort to reduce fluctuations 
in business activity. By pursuing this policy, they would also 
curtail “undue fluctuations in the purchasing power of gold.” 

This resolution received the approval of all of the nations 
represented in the subcommittee which drafted it, except the 
United States. In the opinion of the American delegation, 
discussion at this time of the functioning of the gold stand- 
ard was ‘‘premature.” It was suggested, however, “that the 
Federal Reserve banks would be glad to confer at an oppor- 
tune time with other central banks on questions of this char- 
acter to the extent that they were compatible with national 
policies.” 


iv. Silver 


Finally, the Subcommission on Permanent Measures gave 
much of its time to the consideration of silver. This question 
was of special interest to the American delegation and pat- 
ticularly to one of its members, Senator Pittman, who had 
long been urging in the American Congress some form of 
governmental action in behalf of the depressed silver in- 
dustry. As the previous chapter noted, Mr. Pittman had 
introduced a resolution, early in the conference, calling for 
the reéstablishment of gold as the international measure of 
exchange value, with its withdrawal from general circula- 
tion and the reduction of gold coverage of central banks 
to 25 per cent. This resolution also proposed (1) the limita- 
tion by international agreement of “‘arbitrary sales” of silver 
on the world market, (2) an agreement to prevent further 
debasement of subsidiary silver coinage, (3) the remonetiza- 
tion of silver coinage up to a minimum fineness of at least 
800, in so far as the state of national budgets would permit 
such action, and (4) an agreement stipulating that, while 
80 per cent of the metal cover of central banks should be 
in gold, 20 per cent should be optionally in gold or silver. 

The proposal to prevent dumping of silver was generally 


™ League of Nations Publication, Official No. C. 435 M. 220. 1933. II., 10. 
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thought to be desirable. The plan to increase the silver con- 
tent of subsidiary coinage was more debatable. Its adoption 
would have aided the silver industry to some extent, but it 
could have had no important monetary effects. The real 
meat of the Pittman resolution was the proposal that 20 
per cent of the central bank reserves might consist of silver 
in place of gold. If the United States alone adopted this plan 
for the Federal Reserve System it would need to purchase, 
at the price then prevailing, all the silver that the world 
could produce in at least five years. If its purchases were 
limited to silver of American production, it would need to 
purchase the probable output for the next twenty-five years. 

In urging the adoption of his proposals Senator Pittman 
insisted that their main purpose was to rehabilitate the trade 
of the Orient, Mexico, and South America. To a suggestion 
that silver producers curtail their output he replied, rightly, 
that most silver is obtained as a by-product of the mining 
of other metals and that a restriction of production was 
therefore impracticable.* 

The Pittman plan naturally appealed to the silver-produc- 
ing countries, and especially to Bolivia, Peru, and Mexico. 
For a time Canada held aloof. The plan was also acceptable 
to the large silver-holding countries, China and India. But 
the section of the resolution which met promptly with a 
favorable reception was the one in which its author was 
apparently least interested. On June 28 the Subcommission 
on Permanent Measures approved with certain amendments 
the clauses providing for withdrawal of gold from general 
circulation and for the reduction of gold coverage of central 
banks to 25 per cent. Senator Pittman at once announced 
that he would oppose separate action on these sections and 
insisted that his measure be considered only as a whole. 

During the next three weeks silver made little progress 
at London. But on July 20 the subcommission adopted a reso- 
lution recommending to all governments represented in the 


* New York Times, June 23, 1933. 
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conference (1) that they refrain from new legislative meas- 
ures which would involve further debasement of their silver 
coinage below a fineness of 800; (2) that they substitute 
silver coins for low-value paper currency in so far as cir- 
cumstances would permit; and (3) that an agreement be 
sought between the chief silver-producing countries and those 
which were the largest users or holders of the metal, “with 
a view to mitigating fluctuations in the price of silver.” 

Such an agreement was reached two days later, outside the 
conference, when eight countries designated as the largest 
producers or holders of silver—Australia, Canada, Mexico, 
Peru, the United States, China, India, and Spain—signed a 
four-year agreement intended to enhance the price of the 
metal by prohibiting the dumping of existing supplies on 
the world market, and by providing for purchases or with- 
drawals from the market of fixed amounts by the govern- 
ments of the producing countries." 

With regard to the silver-holding countries, the agreement 
stipulated that during the four-year period China should not 
sell any silver resulting from demonetized coins; that India 
should not sell more than 140 million ounces over and above 
its sales for war-debt payments to the United States; and 
that Spain should not sell more than 20 million ounces. In 
the case of Spain and China the prohibitions were of po- 
tential rather than of actual selling; for neither country had 
recently been a seller. India had been a heavy seller, but in the 
last two years not to the limit fixed in the agreement. The re- 
strictions on sales, therefore, were mainly on paper. 

The stipulations for the five producing countries were more 
important. Their governments were to sell no silver during 
the next four years, and were to buy or withdraw from their 
mine production 35 million ounces a year. They were to de- 
cide the respective portions of this amount in their own 
way. In some years their combined purchases had approached 
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the allotted amount. In 1932, for example, the United States 
and Mexico alone had bought nearly 25 million ounces, but 
such purchases were not regularly recurrent. 

The agreement was made subject to ratification by the 
governments concerned not later than April 1, 1934. It pro- 
vided, however, that if any of the five silver-producing coun- 
tries failed to ratify, the agreement should nevertheless 
become effective if the others which had ratified were pre- 
pared to purchase or effect the withdrawal of the 35 mil- 
lion ounces. This proviso was important. For if the United 
States and only one or two other producing countries ratified 
the agreement, it would go into force if the silver-purchasing 
arrangements were effected, even though the United States 
government had to buy all but a nominal amount of the total 
quota.” 


4. The Work of the Economic Commission 


If we turn now to the work of the Economic Commission, 
we find in a similar set of resolutions and agreements the 
record of what this second agency of the conference was able 
to accomplish. Reports were filed by each of the four sub- 
commissions appointed early in the conference. 


A. Commercial Policy 


The Subcommission on Commercial Policy had on its 
agenda the important questions of tariffs, quotas, licensing 
systems, the interpretation of the most-favored-nation clause, 
and means of providing foreign exchange for international 
transactions. All of these subjects were discussed. But in 
none of them was it possible to reach an agreement even on 
abstract principles or methods of procedure. This was pri- 

arily because of the deadlock on monetary policy. Thus a 
draft agreement “for the return to normal conditions of 
trade” never progressed beyond a preamble, ‘‘since certain 
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delegations made their undertaking contingent not only upon 
the de facto stability of currencies, but also on the progress 
made in the restoration of the monetary and financial situa- 
tion, and, with regard to exchange control, the organization 
of the production of certain commodities.””** 

In these circumstances the Subcommission on Commercial 
Policy could only report that “the need and urgency of re- 
ducing excessive customs tariffs were unanimously admitted,” 
and add a disappointed comment on the variety of opinions 
concerning methods of achieving this objective. Though re- 
moval of barriers to trade had been one of the major purposes 
of the London Conference, no resolution, even of the most 
general character, was adopted on this question. 


B. Codrdination of Production 


Special groups had been appointed in the Subcommission 
on Coérdination of Production to consider problems relating 
to nine commodities. Separate reports were filed in each case. 
Those on sugar, wine, coffee, cocoa, and dairy products rec- 
ommended, however, little more than that studies initiated 
at London be continued in conjunction with such agencies 
as the International Institute of Agriculture and the Eco- 
nomic Committee of the League of Nations. A subcommittee 
on timber decided to postpone its discussions until October. 
In the case of copper, interested governments were invited 
to suggest before September 15 methods by which supply 
could be brought into better balance with demand. Resolu- 
tions on coal and tin recommended international agreements 
to control production. 

Wheat was also discussed at London, though not in the 
conference itself. Some weeks before it convened, the Eco- 
nomic Committee of the League of Nations invited the four 
chief wheat-producing countries (the United States, Canada, 
Australia, and Argentina) to send experts to a meeting in 
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Geneva on May 10. The American government accepted this 
invitation and designated Mr. Henry Morgenthau, Sr., Mr. 
George C. Haas of the Federal Farm Board, and Mr. Fred- 
eric Murphy of Minneapolis as delegates. 

The Geneva conference was in session from May 10 to 
May 17. No agreement was reached on the details of a pro- 
gram, and the delegates adjourned to meet again on May 29 
in London, where they would be able later to consult directly 
with representatives of their governments at the Economic 
Conference. Here, as at Geneva, the American delegation 
took the lead in urging restriction of production by inter- 
national agreement. Negotiations moved slowly. Prospects of 
abnormally short crops in the United States and Canada 
seemed to offer Australian growers an opportunity to reap a 
profit after a series of lean years, and they were reluctant 
to deprive themselves of any possible advantage. Argentine 
growers insisted that they had not increased their acreage 
appreciably in recent years and that their increased yield was 
due to improved methods of farming. It was their contention 
that the least efficient producers should drop out first.’* 

Nevertheless, on July 5 the representatives of these four 
countries announced that they had agreed in principle on a 
policy of “temporary adjustment of production and trade to 
world demands,” but coupled their announcement with the 
statement that “‘a solution of the wheat problem depended 
upon the codperation of the European countries.” At their 
request a larger conference, with representatives from thirty- 
one countries in attendance, met in London on August 21. 
On the 26th an agreement was reached which was finally 
signed by twenty-two governments. Argentina, Australia, 
Canada, the United States, the Danubian countries, and Soviet 
Russia agreed to limit their exports by amounts to be fixed 
in later negotiations. At the same time the governments of 
wheat-importing countries agreed not to encourage any in- 


** Journal of Commerce (New York), May 11, 1933; League of Nations, 
Monthly Summary, May, 1933, 118. 
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crease in domestic production but to encourage domestic con- 
sumption, and to relax tariff restrictions as soon as the world 
price of wheat remained at a level of 63.02 cents for as long 
as four months.’* The plan adopted by the wheat conference 
required a practical test before its effectiveness in easing 
trade restrictions could be determined, but it at least indi- 
cated some progress in a field where the London Conference 
itself had been stalled by disagreement. 


C. Subsidies and Merchant Shipping 


The inclusion of ship subsidies in the discussions at Lon- 
don was due to the fact that in 1933 the shipping industry 
was suffering not only from the decline of world trade but 
also from what, even in normal times, would have been an 
excess of tonnage. The prevalent desire for national self- 
sufficiency had led a number of governments to encourage 
by subsidies new building at a time when the world was 
already surfeited with ships. As tonnage increased, trade re- 
strictions were also increasing and offering fresh obstacles 
to the development of sea-borne traffic. 

Under these conditions the shipping industry had become 
progressively worse. In the draft agenda for the Economic 
Conference the Preparatory Commission of Experts expressed 
the belief that it was “impossible to return to sound condi- 
tions in the shipping industry so long as the uneconomic 
policy of government subsidies continues.” It declared that 
in many countries shipping had become a burden instead 
of a contribution to prosperity, and urged that the policy of 
stimulation be checked by international agreement. The 
United States had a direct interest in this question. For some 
years after 1920 the American government had paid what 
in effect were large subsidies, by operating ships through 


** League of Nations, Monthly Summary, August, 1933; Times (London), 
August 22-27, September 18, 22, 1933. Soon after the completion of this 
agreement Secretary Wallace announced that American farmers would be 
required to reduce their acreage by 15 per cent in order to obtain the benefit 
payments under the Agricultural Adjustment Act (cf. Chapter IX). 
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the Emergency Fleet Corporation with deficits amounting for 
a time to as much as 70 million dollars a year. Since 1920 
it had also been encouraging ship building by means of loans 
from the Federal Treasury at a low rate of interest, and 
since 1928 it had been subsidizing American ship operation 
by generous payments for carrying mail. Thus, while the total 
American tonnage documented for foreign trade had been 
decreasing for a decade through the scrapping of obsolete 
vessels built during the war, in 1933 it was still five times 
that of 1914. As a result of the subsidy legislation of 1928, 
fifty new vessels of an aggregate of 440,000 gross tons, cost- 
ing 165 million dollars, were contracted for during the years 
1929 to 1932. The mail contracts for this new tonnage en- 
tailed a government payment of 14 million dollars yearly 
over a ten-year period.” Because of this new development 
the American Steamship Owners’ Association was aggres- 
sively opposed to the recommendations of the Preparatory 
Commission and to efforts of European shipping interests to 
put an end to subsidies. 

The question entered a controversial stage at London on 
June 23, when the Economic Commission appointed a spe- 
cial subcommission to consider shipping. Memoranda were 
presented to this subcommission by the delegations of Nor- 
way, the Netherlands, and the United Kingdom. While they 
differed in detail, these memoranda agreed in urging the 
diminution and ultimate abolition of state assistance to ship- 
building and ship operation on competitive routes. The 
French delegation recommended the joint operation of ship- 
ping on international routes, subject to the retention of 
national flags. The American representative in the subcom- 
mission suggested that the present depressed state of ship- 
ping was due to a number of phenomena and not to subsidies 
alone. The United States was determined to obtain equality 
for its vessels and especially “to equalize the costs of con- 
struction and operation as between American and foreign 
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ships.” It “intended to have a merchant marine” and desired 
“conditions of parity and nothing more.” 

No progress was made toward composing these differ- 
ences, and the Subcommission on Subsidies and Merchant 
Shipping merely reported that its studies had revealed con- 
flicting points of view. 


D. Indirect Protection 


Finally, a fourth subcommission discussed at some length 
what it described as the “extremely complicated and elusive 
question” of indirect protective measures, including adminis- 
trative regulations, customs formalities, marks of origin, and 
quarantines. It decided in the end to suggest that the gov- 
ernments represented at London consider the advisability of 
incorporating into future or existing treaties an “equitable 
treatment clause,” pledging ‘‘the friendly adjustment of any 
complaint” by one nation against another on the score of 
administrative regulations. It also recommended the conven- 
ing of a special conference at some convenient date to con- 
sider work already completed by the Economic Committee of 
the League of Nations in the matter of customs formalities; 
requested authority to continue its own study of marks of 
origin, and added certain recommendations with respect to 
quarantines. 


5. The Adjournment of the Conference 


The written record of the conference thus included a sheaf 
of resolutions dealing more or less specifically with some of 
the minor questions which had been before the conference; 
a proposed agreement on silver between eight nations with 
some special interest in this question; several statements of 
general principle regarding private indebtedness, codperation 
of central banks, the use of gold as a cover for notes, the 
desirability of controlling production of coal, copper, tin, 
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etc.; and an acknowledgment of inability to reach any agree- 
ment whatever with respect to the important questions of 
credit policy, price levels, limitation of currency fluctuations, 
exchange control, tariffs, quotas, subsidies, and resumption 
of foreign lending. 

If this seemed a meager achievement for a conference so 
long planned and so widely acclaimed when it convened, 
there were certain delegations at London which insisted that 
a beginning had at least been made in dealing with complex 
international questions and that larger gains could still be 
made. For this reason they were eager to fix a definite date 
for the conference to reconvene, before permitting it to ad- 
journ. The American delegation was particularly ardent in 
this effort, Secretary Hull pleading that a time limit be set 
on the period of adjournment and submitting an entirely 
new American tariff plan as a basis of discussion ‘during 
the recess and later stages of the conference.’’*! Despite these 
efforts, however, it was clear that a large majority of the 
delegations favored adjournment for an indefinite period, 
and this was the decision finally made. 

On July 27 the conference held its final session. Many of 
the spokesmen suggested that the conference had been un- 
fortunately timed, that the circumstances in which it assem- 
bled predestined it to failure, and that an early resumption 
of its work, with better prospects of success, was a matter 
of hope rather than of promise. 

But from the American delegation came no word of dis- 
couragement and no suggestion of defeat. Secretary Hull 
read into the record a message from the President of the 
United States in which he asserted that he “did not regard 
the conference as a failure,” and was convinced that a con- 
tinuation of its work would “result in practical good in 
many fields of joint endeavor.” This was merely “the recess 
stage,” the American Secretary of State himself insisted. Time 
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must be atiorded for certain difficulties “to be ironed out and 
for the nations further to broaden their economic plans and 
policies so as to coordinate them on a gradually increasing 
scale with the program of international codperation.””* 
There could be no thought of turning back. ““To impute fail- 
ure is to impute the bankruptcy of world statesmanship in 
the face of unparalleled and universal economic distress and 
suffering. . . . We cannot quit. We have begun and we will 
go on.” 

Mr. MacDonald echoed this note as he adjourned the con- 
ference: ““We adjourn not because we are defeated, not be- 
cause we are discouraged, but because the committees require 
a little longer time to continue their deliberations and to con- 


sider conclusions. . . . Make no mistake. This is a recess, 
not an ending.”’** 


* Journal, July 28, 1933, 240, 242. 
League of Nations Publication, Official No. C. 435. M. 220. 1933. 
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CHAPTER NINE 


NATIONAL MEASURES FOR RECOVERY 


IN sPITE of official expressions of hope that there would be 
an early resumption of the London Conference, it was in- 
herent in the reasons for its adjournment that some time 
would elapse before the principal powers found themselves 
in a position to codperate more effectively in monetary and 
economic matters. Nevertheless, the conference had revealed 
among two groups of nations certain common interests and 
a considerable unity of purpose. The chief countries of Con- 
tinental Europe had been brought closer together by their 
desire to maintain the gold standard. The states of the Brit- 
ish Empire sought meantime to consolidate their trade posi- 
tion and to agree upon a uniform monetary policy. 

The United States was aligned with neither group, but 
pursued for the time being an independent course deter- 
mined by the circumstances which had shaped its policies 
at London. 


1. Action of the Gold Bloc 


With the breakdown of efforts to reach a general agree- 
ment on stabilization of currencies, France, Belgium, Hol- 
land, Italy, Switzerland, and Poland issued a joint statement 
expressing the conviction that support of their currencies 
was “essential for the economic and financial restora- 
tion of the world, for the return of credit, and for the 
safeguarding of social progress already accomplished.” They 
declared their determination “to maintain the functioning of 
the gold standard in their respective countries at the present 
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gold parities” and called upon their central banks to remain 
“in close contact in order to give to this declaration the 
maximum effect.” 

On July 8 representatives of the central banks of these 
countries met in Paris and discussed plans for a joint defense 
of the gold currencies. This meeting was also attended by 
officials of the central banks of Luxemburg and Czecho- 
slovakia, and of the Bank for International Settlements, 
which was required under its charter to help defend the gold 
standard wherever it was placed in jeopardy. The agreement 
reached at this meeting was not made public, but the central 
banks announced that they would put into immediate opera- 
tion the technical arrangements which had been approved.’ 
In consequence of this action the currencies under speculative 
attack rallied strongly. Holland and Switzerland had lost 
respectively 8 and 9 per cent of their gold reserves in June, 
but during July and August the banking situation in the gold- 
bloc countries visibly improved. 

Changes in the gold reserves of central banks of the gold- 
standard countries are shown in the following table: 


(In millions of gold dollars) 
May June July August 


Belgium....... 371 372 374 375 
PROMO. ....... $9873 3,805 3,853 3,886 
Holland....... 336 309 311 332 
ed an sie dia 352 356 368 369 
NS ci ou dias 53 53 53 53 
Switzerland.... 397 361 351 351 


In its immediate objective the gold bloc was successful. 
The alarming drain on the reserves of Switzerland and Hol- 
land was stopped, and by the end of August most of the gold 
countries were enabled to increase their reserves. Neverthe- 
less, the future of the gold currencies seemed uncertain in 
midsummer. In France and Italy currency stability was threat- 
ened by heavy budgetary deficits, and in all the gold coun- 


The Polish and Czechoslovakian banks did not sign the agreement. 
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tries by the possibility of an abrupt decline in the value of 
the dollar or the pound. The gold bloc, therefore, had no 
alternative but to hold together and to attempt to meet future 
contingencies as best it could. 

The possibility that codperation among these nations 
might be extended beyond the defense of the gold standard 
to other matters was suggested by M. Bonnet, the French 
Minister of Finance. In a statement made at the close of the 
London Conference he said: ‘Monetary agreements are in- 
sufficient; they must be complemented by economic agree- 
ments among the nations attached to the gold standard. Such 
agreements between countries . . . have to be studied and 
realized now.”* M. Bonnet admitted that the acute agricul- 
tural crisis in Continental Europe was an obstacle to tariff 
concessions among members of the gold bloc, but he be- 
lieved that they could stabilize their import quota systems 
in such a way as to assure a fairly constant volume of trade 
among themselves.* 


2. Aims of the Sterling Bloc 


While France and her associates were thus making plans 
for the defense of the gold standard, Great Britain and the 
Dominions fell back upon an Empire monetary policy mod- 
elled somewhat along the lines of the recommendations made 
at Ottawa a year before.* Delegates of these nations assem- 
bled immediately upon the adjournment of the conference 
and after a brief discussion reaffirmed the Ottawa declara- 
tions concerning the desirability of a higher price level and 
a satisfactory international monetary standard. In spite of 
the failure at London, they maintained that higher prices 
should be effected by international codperation in economic 
matters and not by monetary measures alone, inasmuch as 
“various other factors which combined to bring about the 

*New York Times, July 29, 1933. 


*New York Herald Tribune, July 29, 1933. 
*Cf. The United States in World Affairs, 1932, 90-96. 


{ 161 } 








present depression must also be modified or removed before 
a remedy is assured.” 

The monetary measures proposed in the British program 
included the creation “within the limits of sound finance of 
such conditions as would assist in the revival of enterprise 
and trade, including low rates of interest and an abundance 
of short-term money.” It was the view of the Empire spokes- 
men that any price level would be satisfactory which restored 
the normal volume of employment and industrial activity 
and was in keeping with the burden of debt. Currency infla- 
tion was deprecated, though most of the British currencies 
were at this time substantially below par. An international 
gold standard was proposed which should be codperatively 
managed in order to insure “the smooth and efficient work- 
ing of international trade and finance.” 

The program called for no linking of the pound with the 
dollar or the franc, but contemplated the adoption of meas- 
ures to maintain the stability of exchange rates among the 
countries of the Empire as a means of promoting intra-Em- 
pire trade. It also favored the reduction of interest rates on 
long-term loans and the resumption of overseas lending by 
London. The last recommendation anticipated credit opera- 
tions which were already under negotiation. Three days after 
the Empire declaration a new Canadian government loan 
of 15 million pounds, the first to be floated by Canada in 
an overseas market in twenty years, was announced in Lon- 
don. The loan was three or four times oversubscribed and 
was interpreted in London as evidence that Canada had cut 
loose from the United States and had associated herself 
with the sterling group.® It was more than sentiment, how- 
ever, that caused the Dominion government to turn for new 
funds from New York to London. In spite of the suspension 
of the gold standard by the United States, the Canadian 
dollar was still at a discount in the New York market, a 


® Economist, CXVII, 284, August 5, 1933; New York Times, July 31, 1933; 
Times (London), July 30, 1933. 
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condition which deterred Canada from borrowing American 
dollars. 

The sterling bloc’s recommendation that interest rates on 
long-term loans should be lowered had already been made 
part of the British government's financial policy. On July 
19 the British Treasury announced a plan for the voluntary 
conversion of the 514 per cent dollar bonds which it had 
floated in New York in 1917. The Treasury proposed to 
replace these bonds, which were payable in gold and were 
not redeemable until 1937, with new issues payable in ster- 
ling and bearing interest at 214 per cent. The exchange was 
to be made on the basis of a £260 sterling bond for a $1,000 
gold bond, corresponding to a rate of $3.85 to the pound. 

Those bondholders who declined the government’s invita- 
tion to convert their securities into the new issue would re- 
ceive payment of both interest and principal in depreciated 
paper dollars instead of in gold or its equivalent. For the 
British government took the position that with the abroga- 
tion of the gold clause by Congress payments could be made 
only in the currency then legal tender in the United States. 
In order to induce bondholders to accept interest at 214 per 
cent, the government offered them a possible gain through 
the conversion rate of $3.85. On the date of this announce- 
ment the dollar reached the lowest point it had touched 
since its removal from a gold base and the pound was quoted 
at $4.8614. The prospect of obtaining sterling at the con- 
version figure seemed attractive, for the possible gain at 
this time would more than have offset the loss from a lower 
rate of interest. Obviously, the gain actually realized would 
depend on the dollar value of sterling when the new bonds 
matured in 1937. If sterling then stood at approximately 
$4.15, nothing would be gained or lost from the conversion, 
but any higher price would result in a profit. In no case, 
however, would the bondholders be restored to the position 
they had previously held. Both the government and the 
bondholders, in deciding whether to accept or reject the 
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conversion proposal, were in fact speculating on the ex- 
change rate which would prevail four years later. 

Inevitably this British proposal invited comparison with 
the earlier action of the United States in abrogating the gold 
clause in its own bonds. Critics were not lacking. The Lon- 
don Economist described the form of the offer as in itself 
“not unreasonable,” but declared that it failed to “disguise 
the unpalatable truth that the British government is depart- 
ing from the clear intent of its bond and pleading in excuse 
the legislation of another country.” The Economist believed 
that “if this is the considered attitude of the government, 
the outlook for the reconstruction of an international finan- 
cial order based upon the sanctity of contract is indeed 
gloomy.”* 

With the exception of the gold bloc’s defense of its cur- 
rencies, the codperative efforts of various governments in 
the first weeks following the London Conference were mod- 
est in their objectives and comparatively unimportant in 
their immediate results. In no sense were they a substitute 
for the more ambitious measures which had been proposed 
at London. Revival of methods of international codperation 
marked time pending the outcome of economic experiments 
which had been initiated in the United States. 


3. The American Program of Recovery 


As noted in an earlier chapter, the American government 
was completing the last details of a series of measures de- 
signed to round out the Administration’s program for eco- 
nomic recovery when the London Conference convened. On 
June 16 Congress completed its work and adjourned. In the 
brief period since March 9 it had enacted a comprehensive 
program of legislation, enormously enlarging the supervision 


* Economist, CXVII, 175-6. On December 15, 1933, the House of Lords, 
acting as the British court of final appeal, reversed the decision of two 
lower courts and upheld the validity of the gold clause in an issue of bonds 
which had been floated in London in 1928 by a Belgian electric company. 
Cf. Appendix III. 
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of the Federal government over private business and giving 
the Executive far-reaching powers. The major premise of 
this program was the assumption that maladjustment be- 
tween prices and the burden of debts constituted the basic 
factor in the existing phase of the depression. This was one 
of the considerations prompting the Administration to aban- 
don the gold standard in April and to accept the permissive 
powers to inflate currency and credit granted by Congress 
in May." In addition to legislation affecting the currency, 
the program included (1) economies in routine costs and a 
balancing of the ordinary budget in order to conserve the 
government's credit, (2) use of this credit to finance an ex- 
tensive program of public works, (3) additional borrowing 
to provide funds for relief of unemployment, (4) an easing 
of the burden of mortgage debts on homes and farms, (5) 
new regulations for banking and the sale of securities, (6) 
the better codrdination of railway service, (7) relief for 
agriculture by reéstablishing former price relationships be- 
tween agricultural and industrial commodities, and (8) the 
centralized direction of industry with a view to increasing 
employment and assuring wages which would keep buying 
power in line with a new level of prices.® 

Currency measures, farm relief, and the mobilization and 
direction of industry were the core of the program. For the 
first, ample discretionary powers had been granted in the 
Thomas amendment. For the second, Congress enacted the 
Agricultural Adjustment Act, which had as its objectives 
curtailment of production and restoration of the pre-war 
“parity” of 1910-14 between prices of goods the farmer sells 
and of those he most frequently purchases. Under this act 
the Secretary of Agriculture was directed to enter into agree- 
ments with producers of certain basic farm crops to restrict 
their acreage or production to a definite quota and authorized 
to pay bonuses to those who voluntarily conformed with the 


Cf. Chapter IV. 
* For a synopsis of these measures, cf. Appendix I. 
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reduction program. Funds for these bonuses were to be pro- 
vided by special taxes levied on the processing of products 
included in the plan. It was assumed that millers and other 
processors would pass these taxes along to urban consumers, 
who in turn were expected to benefit eventually from the 
improvement of farm purchasing power. 

At the third corner of the triangle stood the National In- 
dustrial Recovery Act. This measure was based on the theory 
that a better organization of industry, with the elimination 
of competitive wastes, would make possible higher wages 
and shorter hours of work. Its broad purposes, as summa- 
rized by a member of the Administration, were: to put more 
people to work, to increase their purchasing power, and by 
eliminating unfair competition to insure fair rewards for 
both labor and capital in sound business enterprises. In order 
to accomplish these purposes new trade associations were 
to be established in industries which had not already or- 
ganized on this basis. The initiative in the first instance lay 
with the industry itself; the government was to act as adviser 
and to exercise general supervision. 

President Roosevelt signed the National Industrial Recov- 
ery Act four days after the opening of the London Con- 
ference. While the bill was still pending before Congress 
much of the machinery for its administration was devised, so 
that no time would be lost in putting the measure into opera- 
tion. General Hugh S. Johnson was appointed Administrator 
of the act. A board composed of Cabinet officers and other 
officials was appointed to codrdinate the government's vari- 
ous activities with General Johnson’s program; advisory 
boards were created to represent the interests of labor, indus- 
try, and consumers; and a large staff was set up to administer 
the law. 

This new organization was known as the National Re- 
covery Administration, or the NRA. Its immediate duty was 
to obtain the adoption in a number of strategic industries of 
“codes of fair competition,” devised in the first instance by 
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the industries concerned. These codes would not become 
operative, however, until approved by the National Recovery 
Administration, which was required to conduct hearings and 
to satisfy itself that they were fair to all interests. 

As there were then more than 400 national organizations 
of manufacturers in the United States, with others in process 
of formation, it was evident that the preparation of codes to 
fit their varying conditions and the examination and approval 
of these codes by the National Recovery Administration 
would be the work of many months. If unorganized employ- 
ers were also to adopt codes, many more months would be 
needed. The Administration was eager to achieve a sub- 
stantial reduction of unemployment before the coming of 
winter. Accordingly, it abandoned the original plan for a 
comparatively small number of codes in the major industries 
and undertook to speed up the mobilization of smaller in- 
dustries by the preparation of a general agreement. 

On July 27, the day of the adjournment of the London 
Conference, President Roosevelt initiated a “‘prosperity 
mobilization” designed to obtain pledges of 5,000,000 manu- 
facturers, merchants, and consumers to codperate in an effort 
to increase the purchasing power of the nation. Blanket 
codes were delivered to employers in all parts of the coun- 
try. Those who signed the code were authorized to display 
the emblem of the Blue Eagle. Consumers were asked to 
patronize only those establishments which displayed this 
symbol. 

The campaign was conducted by volunteer workers with 
an emotional fervor recalling that of the Liberty Loan 
“drives” during the World War. Newspapers, the radio, 
churches, civic organizations, and trade unions gave their 
services freely. State and local organizations were co6rdi- 
nated with the national headquarters, and before the work 
was finished a house-to-house canvass was conducted in 
every city. 

The attention of the whole nation was focused temporarily 
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on this effort. The rest of the world looked on, watching 
with intense interest the development of this experiment 
and of others included in the Administration’s program. It 
saw the United States becoming more self-centered and indi- 
cating by patent facts its intention to pursue for the present 
a policy based almost wholly on its domestic interests. 


4. The Progress of Recovery 


There are differences of opinion concerning the causes of 
the economic improvement which occurred in the United 
States during the period from April to July, 1933, but the 
improvement itself was impressive. On no previous occasion 
had the country moved upward so rapidly from the depths 
of business depression. All the significant indices of trade 
and industrial activity told the same story. At the beginning 
of April industrial operations were about 60 per cent of 
their 1923-25 average. In July they advanced to about 100 
per cent.® On April 1 steel mills were operating at only 15 
per cent of capacity; at the end of July they were operating 
at 57 per cent. With adjustment for seasonal variation, 
freight car loadings in this period increased 20 per cent; 
wholesale trade, 32 per cent, and passenger automobile regis- 
trations, 44 per cent, while business failures declined 17 per 
cent. Wholesale prices from April to July rose 14 per cent. 
Meanwhile, more than 2,000,000 persons had been reém- 
ployed, though the number of unemployed in July was still 
approximately 10,000,000. 

Farmers had a share in these gains. The price of wheat 
more than doubled between April 1 and mid-July, holding 
for a short time above a dollar a bushel. The price of 
cotton rose from 6 to ro cents a pound. Crop values as a 
whole were estimated as 65 per cent greater in July than 
in the corresponding month of 1932. As retail prices of fin- 
ished goods had not moved forward in July with the prices 
of agricultural products or with the increase of factory pay- 


* Federal Reserve Bulletin, August, 1933, 465. 
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rolls, a substantial gain was indicated in the purchasing 
power of farmers and industrial workers. 

Inevitably, the stock market responded vigorously to the 
improved outlook. The Dow-Jones average of thirty indus- 
trial shares rose from 55.66 on April 1 to 108.67 on July 18. 
Nevertheless, there were indications late in July that produc- 
tion in some industries had overtaken sales, with a conse- 
quent accumulation of inventories, and the end of the month 
witnessed a slackening of the rate of output. This recession 
was preceded by a sharp break in the prices of stocks, cotton, 
and grains. Between July 18 and 22 the Dow-Jones indus- 
trial average fell over 20 points to 88.42. After wheat prices 
had declined about 26 cents a bushel in Chicago within four 
days, the Board of Trade suspended trading on July 21, and 
for a time thereafter placed a limit of 8 cents a bushel on 
fluctuations in either direction. Cotton prices at the same time 
fell about 2 cents a pound. In these reactions many millions 
of dollars of paper profits were wiped out. Speculative activ- 
ity had outrun the improvement of business. 

One persistent influence in this speculation was the con- 
tinued decline of the dollar in terms of gold currencies and 
the consequent stimulus to the purchase of commodities and 
stocks. By July 19 the dollar reached approximately the same 
rate of discount as the British pound, having for a brief 
period a gold value of 68.4 cents. Thereafter it steadied and 
the markets turned more conservative. 

During all of this period the external value of the dollar 
was determined wholly by operations in the foreign ex- 
change markets. At no time did the Administration inter- 
vene, though it had previously declared its intention to man- 
age American currency. 


5. Indications of World Recovery 


Behind the collapse of a speculative boom in the American 
security and commodity markets were real gains in industry, 
agriculture, and transportation. These gains had their 
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counterpart in other countries. In Europe as well as in 
America during the second quarter of 1933 prices were 
rising, speculative activity was increasing, industrial activ- 
ity was expanding, and unemployment was decreasing. 

Indeed, the statistical evidence accumulating at this time 
suggested in retrospect that the low point of the depression 
had been reached, not in March, 1933, when all the banks 
in the United States were closed, but as early as midsummer 
of 1932. It indicated that industrial production had touched 
bottom in Austria, Belgium, Czechoslovakia, Sweden, and the 
United States in July, 1932; in Germany in August, and in 
Great Britain at some time during the third quarter. World 
production in 1932 was at such a low point that it was ex- 
ceeded by current consumption, a factor contributing to the 
improvement noted in 1933. 

The following table shows the low point reached in the 
production indices of important countries in 1932 and the 
improvement recorded by June, 1933:” 


(1928 = 100) 

Low, June, Percentage 

1932 1933 Increase 
Seer 58.5 65.6 I2.1 
Belgium......... 1es 4Q.2 69. 40.2 
ee 57-5 67.7 17.7 
eee ee 72.4 88.2 21.8 
reer ee 58.5 69.9 19.4 
Great Britain........ 82.8 go.g* 9.7 
a Adie bik 68a 5im 95-7 119.9 25.2 
ee — 57-8 17.4 
a ae he 71.2 81.7 14.7 
United States ........ §2.3 82.9 58.5 


* Quarterly index for April-June, 1933. 


Along with the increase of production came a decline in 
unemployment. Data for different countries are compiled 


* The production index of the British Board of Trade is prepared on a 
quarterly basis. 
™ League of Nations, Monthly Bulletin of Statistics, September, 1933. 
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under such diverse methods that international comparisons 
are subject to many reservations. But the figures available 
at midyear, 1933, showed unmistakably that unemployment 
had diminished during the past twelve months in the more 
important industrial nations, although there was no similar 
improvement in some of the smaller countries. The trend 
during the year is shown in this table:’* 


Cin thousands) 
Number Unemployed Percentage Change, 


Month 1932 1933 , 1932-33 
Austria....... June 271.5 321. +18.2 
Belgium...... May 153-4 180.1 +11.7 
SS ee May 40.9 37-7 — 7.8 
Peaace........ June 322.3 314.2 — 2.5 
Germany..... June 5,582.6  §,039.5 — 9.8 
Great Britain . June 2,821.8 2,636.3 — 6.8 
Me alae hacia June 968.5 1,000.1 + 3.3 
Japan........ March 485.9 444. — 8.6 
Sweden....... June 70.9 116.8 +64.7 


Commodity prices continued to decline for some time after 
production and employment began to improve, but in the 
spring of 1933 it seemed that the prolonged recession had 
at last been checked. Between April and July prices rose 7.7 
per cent in Canada, 3.5 per cent in Germany, and 5.3 per cent 
in Great Britain. An advance in security prices on the Euro- 
pean stock exchanges had begun nearly a year before com- 
modity prices started their rise. It preceded and possibly 
anticipated the upturn in industrial production. 

While the nations of the world had not been able to co- 
operate at the London Conference in a program of recovery, 
there were many indications when the conference disbanded 
that this recovery had actually begun. 


™ League of Nations, Monthly Bulletin of Statistics, September, 1933. 
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CHAPTER TEN 


CUBA AND THE CARIBBEAN 


WHILE the Roosevelt Administration was shaping its eco- 
nomic policies along lines which required concentration on 
domestic matters, it was forced to give attention to one 
foreign problem lying at its doorstep. This problem was its 
policy toward Cuba. A brief summary of events before 1933 
is essential if the nature of this problem is to be made clear. 


1. Background of the Cuban Revolution 


Political unrest had been simmering in Cuba for several 
years. An uprising against the government of President Ge- 
rardo Machado in August, 1931, had been quickly sup- 
pressed,’ but none of the grievances underlying it had been 
removed. Instead, the government resorted to new repressive 
measures which added to existing discontent. The opposi- 
tion then changed its tactics from propaganda and secret 
agitation to acts of terrorism, and the government struck 
back with equal violence.? 

The University of Havana and the normal and high 
schools had been closed during political disturbances in 
1930, since the government regarded them as centers of disaf- 
fection, and had not been permitted to reopen. Faculty mem- 
bers and former students of these institutions were conspicu- 
ous opponents of the Machado régime. There was also 
strong opposition from a secret organization known as the 

2 United States in World Affairs, 1931, 60, 61. 


*Cf. Statement by Jefferson Caffery, Assistant Secretary of State, in De- 
partment of State Press Release, September 16, 1933. 
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ABC, composed largely of young men not previously affili- 
ated with older political groups. The ABC favored an ex- 
tremely nationalistic policy and was hostile to American 
influence. It also demanded the division of the large sugar 
estates into small independent holdings. 

President Machado had an active organization of his own, 
called by his opponents La Partida de la Porra, or Party of 
the Bludgeon, because of its resort to strong-arm tactics. 
The Porra was actually a secret police in the pay of the gov- 
ernment. During 1932 and the first half of 1933 there were 
frequent clashes between it and the ABC, and each accused 
the other of ruthlessness and violence. 

Back of this political turmoil lay a decade of economic 
deterioration. Cuba’s welfare depended primarily on the 
condition of the sugar market, and this market had grown 
progressively worse. The price of Cuban raw sugar had fluc- 
tuated around a five-cent level in 1923, had fallen to less 
than 2 cents by 1929, and in 1932 had touched an extreme 
low of .57 of a cent. At the same time Cuban sugar was los- 
ing a considerable part of its market in the United States. 
In the five-year period 1922-26 Cuba supplied 56 per cent 
of the sugar sold in this country; in 1932 the proportion de- 
clined to 26 per cent. In the same period the proportion sup- 
plied by the island possessions of the United States—Puerto 
Rico, Hawaii, and the Philippines—increased from 23 to 
nearly 48 per cent. The Cuban share had been reduced by 
one-half while that of the insular possessions had doubled. 
There were only slight changes in the proportion supplied 
by cane- and beet-sugar producers in continental United 
States.® 

The decline in American purchases of Cuban sugar had 
followed successive increases in the American sugar tariff. 
In 1921 the duty on the grade of Cuban sugar most com- 
monly imported was increased from 1 to 1.6 cents; in 1922 


* United States Tariff Commission, Statistics on Sugar; Percy W. Bidwell, 
Tariff Policy of the United States, 33-36. 
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it was advanced to 1.72 cents, and in 1930 to 2 cents. Sugar 
from Hawaii, Puerto Rico, and the Philippines was exempt 
from these charges and steadily improved its relative posi- 
tion in the American market. 

As a result of these conditions the Cuban people had suf- 
fered a tremendous loss of income. American purchases of 
Cuban products fell from 376 millions in 1923 to 58 mil- 
lions in 1932.* All business in the island was affected by 
this drastic decline. Deterioration of the sugar industry 
brought marked changes in national sentiment. As early as 
1930 there was evidence of a trend toward achievement of 
some degree of self-sufficiency through the expansion of 
domestic industries and a more diversified agriculture.° This 
trend, along with the decline of purchasing power, was re- 
flected in a sharp reduction of Cuban imports from the 
United States. In 1922-25 these imports had an average 
yearly value of 197 millions; in 1932 their value fell to less 
than 29 millions. 

The development of new local industries was far from 
sufficient to offset the loss of income due to the reduced 
value of sugar exports. Depression of this major industry 
brought difficulties not only to sugar producers but also to 
bankers, merchants, wage-earners, and to the railroads and 
the government treasury. The consequent pressure on the 
standard of living and the increasing privation were power- 
ful factors in producing political unrest. 

But the dominating influence at the moment was the un- 
popularity of the Machado régime. Opposition had been 
gaining steadily since the constitutional changes of 1927-28 
had made it possible for the President to succeed himself 
for a new six-year term. In 1933 his government maintained 
a rigorous censorship of the press. It had filled the jails with 
political prisoners who were subject to trial by courts-martial. 


*Cf. Appendix VI. 
* Frederick Todd, Cuban Readjustment to Current Economic Forces (U. S. 
Department of Commerce, Trade Information Bulletin No. 725). 
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Many political prisoners had been killed, with the subse- 
quent explanation that they had resisted arrest or had at- 
tempted to escape. Such methods had alienated conservatives 
and radicals alike. Practically the only elements still loyal to 
the government were the soldiers and sailors, the police, and 
most of the office-holders. 


2. Attempts at Conciliation 


That conditions in the island early engaged the attention 
of the Roosevelt Administration was shown by the appoint- 
ment on April 21 of Mr. Sumner Welles as Ambassador 
to Cuba. About three weeks previously Mr. Welles had been 
designated as Assistant Secretary of State in charge of Latin- 
American affairs. The decision shortly thereafter to transfer 
him to Cuba indicated the importance which the Adminis- 
tration attached to the restoration of peace in the island. 
Because of his experience in various Latin American posts in 
the diplomatic service, Mr. Welles was regarded as particu- 
larly qualified for this appointment. 

The Department of State took pains to counteract the 
impression that the new Ambassador was being sent as a 
special envoy who would attempt to interfere in Cuba’s do- 
mestic affairs. It announced that his major task would be 
the negotiation of a treaty designed to give Cuba an assured 
market in the United States for a fixed amount of sugar in 
return for concessions to American exports.° Mr. Welles re- 
affirmed this statement on his arrival in Havana on May 7. 
On presenting his credentials to President Machado four 
days later he again emphasized the importance which the 
United States attached to reciprocal trade agreements." 

Preliminary steps were taken at the American embassy to- 
ward the drafting of a trade agreement, but the political situ- 
ation had become too tense to be ignored. Several thousand 


* Department of State Press Release, June 9, 1933. 
"New York Times, May 12, 1933; New York Herald Tribune, June 16, 
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men were in armed rebellion in the provinces, and the per- 
sistence of disorder there and in Havana prompted Mr. 
Welles to offer his services as mediator between the Ma- 
chado government and the opposition. President Machado 
signified his acceptance early in June. On the 15th the ABC, 
after a referendum among its members, also accepted media- 
tion. Most other groups followed suit within a week. The 
university students balked, declaring that the existing gov- 
ernment was unlawful and that they would not deal with it 
even by proxy; but they were then regarded as an unimpor- 
tant minority. 

Formal negotiations began on July 1. The government 
was represented by three delegates and the opposition 
groups by eight. Mr. Welles sought to avoid the appearance 
of intervention and assured the delegates that he was acting 
merely as an agency for transmitting proposals and counter- 
proposals. To emphasize this point he read a message from 
President Roosevelt, stating to the representatives of all fac- 
tions that they might “rest assured that the moral support of 
the American people” would “be behind these attempts at a 
peaceable adjustment of Cuban problems through the or- 
derly procedure of constitutional government.” 

The ABC announced that it would suspend hostilities 
against the government during the negotiations. President 
Machado answered in kind by guaranteeing protection to 
all opposing groups which had accepted mediation. He also 
released a number of political prisoners and lifted the cen- 
sorship from the press. On July 26 he signed an amnesty 
bill which freed still more prisoners and restored constitu- 
tional guarantees. This was progress, but the most impor- 
tant problem—that of effecting the retirement of President 
Machado—remained unsolved. The opposing factions were 
united in maintaining that his resignation was essential to 
a peaceful settlement. 

Increasing evidence that the negotiations had reached a 
state of deadlock brought new signs of political unrest. 
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There was no immediate return to violence, but on August 2 
a strike of transportation workers spread to other industries 
and for several days business was halted throughout the 
island. This general strike was a new form of demonstration 
against the government, with labor, instead of politicians, 
taking the lead. President Machado again resorted to force- 
ful repression and many strikers were thrown into prison. 
On August 7 an outlaw radio station broadcast a report that 
the President had resigned. The word spread quickly 
through Havana. A parade was formed and started toward 
the presidential palace. As the marchers approached the 
palace they were fired upon by guards. Thirty people were 
killed and more than a hundred wounded. Opponents of 
the government then resumed their campaign of violence 
and martial law was restored. 

In the meantime Mr. Welles continued against odds his 
work as mediator. Early in August the opposition parties 
suggested that President Machado ask the Cuban Congress 
for a leave of absence and that he designate as Secretary of 
State Dr. Carlos Manuel de Céspedes. In the event of Ma- 
chado’s withdrawal Dr. de Céspedes would become President 
pro tem., and he was acceptable to the opposition. The gov- 
ernment would thus preserve its legitimacy, and with the 
main cause of the disturbance eliminated the work of con- 
ciliation would be carried on. 

Still seeking to avoid the appearance of intervention, the 
Administration at Washington again indicated its full sup- 
port of the American ambassador.* Mr. Welles was de- 
scribed by Mr. Jefferson Caffery, Assistant Secretary of State, 
as acting in a purely personal capacity, though with the 
full approval of the President. On August 9, following a 
conference with the Cuban ambassador, Mr. Roosevelt issued 
a brief statement. In it he said that “the problems of star- 
vation and depression are of such immediate importance that 


* Department of State Press Release, August 9, 1933; New York Times, 
August 10, 1933. 
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every political problem should be met in the most patriotic 
spirit in order to improve conditions at the earliest possible 
moment.’’® In Washington this was interpreted as meaning 
that if political difficulties could be solved only by the with- 
drawal of President Machado, the Administration would 
regard his resignation as desirable.’ 


3. The First Revolution 


President Machado promptly indicated that he had no 
intention of retiring voluntarily. On the day of the Roosevelt 
statement he proclaimed a state of war throughout the re- 
public and ordered the army to take control and to maintain 
order. Military force was employed to check the general 
strike, which was still in effect. Wholesale and retail stores 
were forced to open and to transact business, in order to re- 
lieve the food shortage. But the military did not succeed in 
restoring transportation service. 

It was evident that Machado could hold his position only 
so long as his troops remained loyal. They were not long in 
showing that they had shifted sides. On August 11 officers 
of the army seized the forts in the vicinity of Havana and 
demanded the President’s resignation by noon of the follow- 
ing day. Leaders of this coup d’état declared that their only 
purpose was to prevent American intervention, which they 
believed President Machado intended to provoke. 

At dawn on the 12th, President Machado departed se- 
cretly from Havana to his country estate, and on the after- 
noon of the same day left by airplane for Nassau. Before 
his departure he asked the Cuban Congress for “‘a simple 
leave of absence,” so as to legalize the selection of Dr. de 
Céspedes as President pro tem. But to this he added ‘my 
resignation is hereby to take effect in due course.” The peti- 
tion was unanimously approved. 

Dr. de Céspedes was the choice of the ABC and of the 


*New York Times, August 10, 1933. 
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in the days of the Wilson Administration.” 


4. The Second Revolution 


™ Department of State Press Release, August 15, 1933. 
™ Ibid., September 16, 1933. 
** For text of the Platt amendment, cf. Appendix VI. 
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leading political parties of the opposition. His selection was 
satisfactory to the American government, to which he had 
formerly been accredited as ambassador. Mr. Welles 
promptly established diplomatic contact with the new 
régime, and on August 14 President Roosevelt cabled good 
wishes to President de Céspedes and recalled their friendship 


The change of government had been effected without 
bloodshed, but a resort to violence followed. In Havana the 
crowds, which began to celebrate by marching and singing, 
soon became mobs bent upon vengeance against those re- 
cently in power, and for three days there were slayings, 
burnings, and lootings. Thirty or more of Machado’s fol- 
lowers were killed, among them Colonel Antonio Jiminez, 
the head of the Porra, whose slayer became a popular hero. 

The United States government thought it necessary to 
send a number of warships to Havana and to other coast 
cities expressly “to protect American citizens, pending the 
restoration of law and order by the Cuban authorities. 
Although under the Platt amendment’ the United States 
was authorized to intervene in Cuba for “the maintenance 
of a government adequate for the protection of life, prop- 
erty, and individual liberty,” the Administration again de- 
clared that no intervention or “‘the slightest interference with 
the internal affairs of Cuba” was intended by its precau- 
tionary measures. It gave force to this declaration by with- 
drawing the ships as soon as the emergency had passed.” 


President de Céspedes did his best to pacify the country 
and to pave the way for a return to constitutional govern- 
ment. He dissolved the Congress, which had been subservi- 
ent to Machado, and appointed a consultative assembly to 


* Department of State Press Release, September 16, 1933. 





assist him and his Cabinet in devising measures to meet the 
emergency. Sporadic disorders continued, but Havana was 
free of mobs and rioting. Striking laborers returned to work 
and the army was again brought under discipline. The new 
President, however, faced a difficult situation. Politicians of 
the old schoof? who had found it expedient to remain in ob- 
scurity during the last years of the Machado régime, now 
pressed forward, eager to return to power. Opposing them 
were the young radicals, who were clamoring for the im- 
mediate ‘‘creation of a new Cuba.” 

It was not the politicians of either school, however, who 
decided the fate of the de Céspedes régime. The army once 
more cast the deciding vote. But this time it was the enlisted 
men and not the officers who forced a change in the gov- 
ernment. In order to curb his opponents, President Machado 
had maintained an army much larger than Cuba would have 
required under normal conditions. Now that he had fled 
there were rumors that it would be reduced, and the men 
in ranks were alarmed at the prospect of losing employ- 
ment. 

A sergeant, Fulgencio Batista, headed the revolt and as- 
sumed command of all the military forces. Sergeants and 
privates replaced the commissioned officers, who remained 
loyal to the de Céspedes government. The students, who had 
held aloof from Ambassador Welles’s mediation proceed- 
ings, now joined the rebel soldiers, as did some of the more 
radical professors in the University of Havana. While the 
second revolution was coming to a head, President de 
Céspedes was absent from Havana. He was taken by surprise 
when a revolutionary junta headed by Dr. Ramon Grau San 
Martin, a professor of anatomy at the University of Havana, 
called upon him shortly after his return to the capital and 
asked for his resignation. He had no choice but to comply. 

Thus far the second revolution had, like the first, been 
bloodless. The radicals had grown impatient with the slow 
progress of the moderates in developing a program of re- 
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construction. They also desired a more vigorous proscrip- 
tion of the adherents of Machado. Furthermore, they dis- 
liked the new government because of the cordial approval 
given it by the American ambassador. Mr. Welles’s aid dur- 
ing the negotiations preceding the retirement of Machado 
had been welcomed by all groups except the students and 
other extreme nationalists. They now sought to make it 
appear that the United States rather than Cuba was choos- 
ing a Provisional President. 

The situation was difficult for Washington. Mr. Welles 
refused to deal with the revolutionary junta, and there were 
demonstrations in Havana of anti-American feeling. Once 
more, as a measure of precaution, warships were ordered 
to the island ports, and this time more and larger ships than 
on the previous occasion. A regiment of marines was also 
mobilized in the United States for prompt embarkation in 
case they were needed. At the same time President Roosevelt 
invited the diplomatic representatives of Argentina, Brazil, 
Chile, and Mexico to a conference at the White House and 
emphasized again his desire to avoid intervention. 

The Mexican government now took the initiative and 
sent identical notes to Argentina, Brazil, and Chile suggest- 
ing a joint appeal to the Cuban junta for the prompt estab- 
lishment of a government which would give adequate pro- 
tection to both nationals and foreigners. Brazil and Chile 
indicated their willingness to concur with the Mexican pro- 
posal. The Argentine Foreign Office expressed its approval 
of the American government’s “ardent desire not to be 
obliged to intervene, notwithstanding the Platt amendment,” 
yet it also hinted at the ill effect which intervention would 
have not only in Cuba but upon the attitude of all Latin 
America toward the United States.*® 

On September 10 the Administration in Washington 
learned that a Provisional President had been elected by the 


* Department of State Press Release, September 9, 1933. 
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revolutionary junta and that a new Cabinet had been in- 
stalled without a renewal of disturbances. The new Presi- 
dent, Dr. Grau San Martin, was described as being popular 
with the students and without personal ambition. The 
students and soldiers now ruled the island. The new govern- 
ment was opposed by the ABC and its affiliated organiza- 
tions, by the deposed army officers, and by the extremists of 
both the Right and the Left. 


5. The Problem of Recognition 


The Grau San Martin government, unlike its predecessor, 
did not come into office by constitutional procedure. This in 
itself was not a bar to its recognition by the United States. 
A government de facto might have as good a status as a gov- 
ernment de jure, provided it rested on the consent of the 
people, had power to protect its nationals, and was willing 
to discharge its international obligations. But it was not 
clear to the Department of State that the provisional gov- 
ernment in Havana represented the choice of the Cuban 
people or that it was able to maintain order. Accordingly, 
on the day following Dr. Grau San Martin’s accession to the 
Presidency, it was announced on behalf of Mr. Roosevelt 
that his attitude toward the new régime would be governed 
by the attitude of the Cuban people themselves.*® Somewhat 
later on the same day Secretary Hull made a formal state- 
ment of the Administration’s position. He asserted that it 
had “‘no interest in behalf of or prejudice against any visible 
group or independent organization which is today active in 
the political life of Cuba.”” On the contrary, it was “prepared 
to welcome any government representing the will of the peo- 
ple of the republic and capable of maintaining law and 
order throughout the island.”’?? 

The open resistance of some 500 deposed army officers, 


% New York Herald Tribune, September 12, 1933. 
Department of State Press Release, September 11, 1933. 


[ 182 } 





Ff 
’ 














who had refused to return to duty at the order of the new 
“sergeant” commander, gave the government an opportu- 
nity to show whether it could maintain its authority. These 
officers had taken refuge in the American-owned National 
Hotel. For several weeks they were quietly besieged in this 
refuge by their former soldiers. But on the morning of Oc- 
tober 2 hostilities began between the besieged and the be- 
siegers. These hostilities lasted till late in the afternoon, 
when the officers surrendered. Both sides suffered many 
casualties, but the outcome was a victory for the government. 

This was the severest fighting that yet had occurred, and 
it prompted both Cuban and American business men in Ha- 
vana to urge intervention by the United States under the 
Platt amendment. There was a considerable American naval 
force then in Havana, but it held aloof during the bom- 
bardment, in spite of damage resulting to American 
property. 

On November 8 and 9 the provisional government faced a 
second and more serious uprising, this time engineered by 
leaders of the ABC, disaffected soldiers, and a large part of 
the Havana police force. The rebels seized two forts on the 
outskirts of Havana, all the police stations in the city, and 
a number of airplanes, and directed an attack on the Presi- 
dent’s palace by both land and air. The army for the most 
part remained loyal, and after two days of severe fighting 
recaptured all the rebel strongholds and killed or captured 
many of the insurgents. Lacking arms and ammunition, the 
anti-government leaders could scarcely have hoped to suc- 
ceed against the better-equipped forces opposing them. Their 
real purpose was apparently to bring about American inter- 
vention and thus indirectly overturn the régime in power. 

Once more the United States held aloof, and the position 
of the provisional government had apparently been strength- 
ened by its success in stamping out this second revolt. But the 
Roosevelt Administration was still doubtful of the popular 
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support behind President Grau San Martin and continued to 
withhold recognition. 


6. Plans to Aid Cuba 


Since Cuba's troubles were primarily economic rather than 
political, it was realized in Washington that something 
more than a change of government was needed. Even 
before the withdrawal of Machado the Administration had 
considered means of improving economic conditions in the 
island. On August 11 Mr. Roosevelt announced a tentative 
four-point program calling for agrarian reforms, a readjust- 
ment of the national debt, and a new reciprocity treaty link- 
ing Cuba with the United States and its insular possessions 
in a plan for apportionment of sugar production and mar- 
keting.’® 

The proposed agrarian reforms would help to make self- 
sustaining many of the plantation laborers who could no 
longer obtain work in the cane and tobacco fields operated 
by large corporations. Readjustment of the internal and ex- 
ternal debts involved a consolidation of various issues, a 
reduction of interest rates, and the extension of the amortiza- 
tion period in order to facilitate balancing the budget with- 
out excessive taxation.” 

The Roosevelt Administration had obtained power under 
the Agricultural Adjustment Act to control sugar production 
in the United States, and from July to October efforts were 
made by representatives of the producers and of the govern- 
ment to develop a quota system under which the country’s 
requirements would be apportioned fairly among various 


18 New York Herald Tribune, August 12, 1933. 

” Journal of Commerce (New York), August 23, 1933. The funded in- 
ternal and external debts of the Cuban government amounted to 145 million 
dollars. There was also a floating debt estimated as between 42 and 50 
millions. In August the de Céspedes government had been compelled to 
postpone payment of $600,000 on an issue of 51/, per cent bonds. A con- 
siderable portion of the public debt was incurred after the beginning of the 
depression in the sugar industry and was due to expenditures for public 
works as a means of relieving unemployment. 
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producing areas. The quotas first proposed allotted to Cuba 
1,786,000 long tons a year, or little more than half the 
island’s average shipments to the United States in 1927-31, 
and, with the exception of 1932, the smallest exports to this 
country in twenty years. At the same time the domestic and 
insular producers insisted on a quota of 4,486,000 tons, or 
considerably more than they had ever produced. The pro- 
ducers of beet-sugar opposed any restriction on their output. 
Eventually the Cuban quota was increased to 2,000,000 tons, 
and the beet-sugar producers agreed to a quota of 1,750,000 
tons. 

The Cuban government at this time was much too pre- 
occupied with domestic troubles to participate in the nego- 
tiations, and on October 8 Secretary Wallace of the Depart- 
ment of Agriculture announced that action on the agreement 
was for the time being impracticable because of the uncer- 
tainties of Cuban production and the operating difficulties 
disclosed by a study of the plan.”® The reciprocity negotia- 
tions, meantime, had been suspended because of the revolu- 
tion, and the prospect of early assistance to Cuba by this 
method was apparently remote. 

At the end of the year political conditions were still un- 
settled, and because of continued indications of opposition 
to the revolutionary government the United States still with- 
held its recognition.* On December 13 Mr. Welles left Ha- 
vana to resume his post as Assistant Secretary of State and 
was succeeded by Mr. Jefferson Caffery. For the time being 
Mr. Caffery could act only as an official observer, since he 
could not present his credentials to an unrecognized gov- 
ernment. 

This diplomatic impasse emphasized some of the difficul- 
ties arising out of the Platt amendment. The United States 

*” New York Times, Octcber 9, 1933. 

"On January 2, 1934, President Grau San Martin issued a decree order- 
ing the election of a Constituent Assembly on April 22. He announced that 


he would retire when the Assembly met on May 22, but the growing opposi- 
tion to his government led to his resignation on January 15. 
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government faced a dilemma. It could not ignore conditions 
in Cuba which threatened life and peace, and yet it did not 
wish to assume new burdens and responsibilities in the Ca- 
ribbean. Intervention under the amendment might defeat its 
own ends in Cuba, and it might also arouse resentment 
throughout Latin America and put an end to the Adminis- 
tration’s hopes of developing more cordial relations with all 
the southern republics. The very fact that the United States 
had a right under certain conditions to intervene in the Cu- 
ban situation made it difficult for the Administration to ten- 
der its good offices when political difficulties arose; for any 
offer of this kind would probably be regarded in Cuba as 
intervention in disguise. Near the end of the year Mr. Roose- 
velt indicated that he was considering the abrogation of the 
Platt amendment as a means of improving Cuban-American 
relations. 


7. Nicaragua, Haiti, and El Salvador 


In other parts of the Caribbean area the United States 
made substantial progress during 1933 in removing causes 
of friction or misunderstanding. At the beginning of the year 
it fulfilled a pledge given by Secretary Stimson to withdraw 
all American marines from Nicaragua soon after the Nica- 
raguan elections of November, 1932. On January 2, 1933, 
the last of the marines left the country.** Thus ended an 
occupation which had lasted for twenty years, with only a 
brief interruption in 1925-26. 

Exactly a month after the marines were withdrawn Gen- 
eral Sandino and his insurgent followers laid down their 
arms under a promise of amnesty by the Nicaraguan govern- 
ment. General Sandino’s operations, extending over a period 
of six years, had retarded the pacification of the country and 
at times had raised doubts in Washington as to the advisa- 
bility of withdrawing the marines. His pledge to disarm his 
followers and to give his moral support to the government 


™ Department of State Press Release, January 2, 1933. 
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in maintaining order came so soon after the ending of Ameri- 
can occupation that it gave some support to his claim that 
he was fighting only to end foreign intervention.** 

On August 7, 1933, an agreement was signed with Haiti 
providing for the withdrawal of American marines from that 
republic by October 1, 1934, and the replacement of Ameri- 
can officers in the Garde d’Haiti with Haitians. In Septem- 
ber, 1932, a treaty between Haiti and the United States, 
containing provisions similar to those in this later agree- 
ment, was rejected by the Haitian National Assembly be- 
cause the time for the complete withdrawal of American 
forces was not definitely fixed, and the provisions for Ameri- 
can supervision of Haitian finances seemed ambiguous.”° The 
subsequent arrangement of August 7 was called an executive 
agreement rather than a treaty and therefore did not require 
ratification by the United States Senate or the Haitian Na- 
tional Assembly. 

The arrangements for withdrawing the marines from 
Nicaragua and Haiti were evidence of the purpose of both 
the Hoover and the Roosevelt Administrations to end the 
military occupation of Caribbean territory by the United 
States. But the financial controls which had been set up in 
these countries were not ended. Nicaraguan customs duties, 
pledged for the service on several issues of external bonds, 
continued to be collected by officials selected in codperation 
with the American Department of State. 

The new agreement with Haiti also provided for the con- 
tinuance of the financial administration previously set up 
to insure service on certain outstanding bonds. On Novem- 
ber 16, 1933, President Vincent of Haiti in a personal letter 
to President Roosevelt declared that his government had 


* General Sandino’s formal statement of the reasons for his insurgency 
was published in the New York Herald Tribune, February 7, 1933. On the 
last stages of American intervention in Nicaragua, cf. Charles A. Thompson, 
“The Caribbean Situation: Nicaragua and Salvador,” in Foreign Policy Re- 
ports, 1X, 142-46, August 30, 1933. 

* Department of State, Executive Agreement Series, No. 46. 

* Department of State Press Release, October 10, 1932. 


[ 187 } 








“loyally honored its financial obligations” while many other 
governments were defaulting on theirs, and expressed the 
hope that the United States would recognize this good rec- 
ord byending a “‘useless financial control.”*® President Roose- 
velt replied that the United States government owed a duty 
to the holders of Haitian bonds to carry out its part of the 
existing financial arrangements, but he added that, except 
for this obligation, his government “would be only too glad 
to discontinue at once its connection with financial adminis- 
tration in Haiti.”*7 

There were also provisions in a debt agreement with El 
Salvador which gave American bondholders a first lien on 
the customs revenues of that country. In this case, however, 
after a default in 1932, financial control was not exercised 
under the terms of the debt agreement, for the reason that 
the existing government of El Salvador was not recognized 
by the United States.* Although the United States govern- 
ment could not change the financial control established in 
Caribbean countries unless the bondholders affected by this 
action gave their consent, this control was limited in time 
and would lapse with the amortization of the bonds. Mr. 
Roosevelt's letter to the President of Haiti clearly implied 
that no new controls of this kind would be considered dur- 
ing his Administration. 

For several years the United States had been seeking to 
improve its relations with the Caribbean republics. During 
1933 this policy received special emphasis. The government 
steadfastly refused to intervene in Cuba; it rejected a sugar- 
quota scheme advocated by domestic producers which would 
have intensified Cuba’s troubles; it ended military interven- 


* Department of State Press Release, December 2, 1933. 

* Ibid., December 5, 1933. 

* The debt agreement provided that in case of default a customs admin- 
istrator should be appointed by the government of El Salvador from two 
persons designated by the fiscal agent (in this case a New York bank) and 
approved by the American Department of State. Cf. The United States in 
World Affairs, 1932, 59. 
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tion in Nicaragua; and it agreed to withdraw all control, 
except financial, from Haiti. This policy was not limited to 
the Caribbean. Its effects on the relations of the United 
States with the countries of South America will be discussed 


in the following chapter. 
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CHAPTER ELEVEN 
PAN-AMERICANISM AND THE LEAGUE OF NATIONS 


1. Tariff Bargaining 

WHILE the Administration was attempting to convince the 
Caribbean countries that intervention no longer had a place 
in American policy, it was also considering ways of devel- 
oping closer economic ties with other parts of Latin Amer- 
ica. In July, after the World Economic Conference had 
shown its inability to bring about any relaxation of trade 
barriers, Mr. Roosevelt instructed the Department of State 
“to begin exploratory studies of the possibility of negotiat- 
ing trade agreements with Argentina, Brazil, Colombia, Por- 
tugal, and Sweden.’* Although two European nations were 
included in this list, the President regarded agreements with 
the South American countries as of more immediate im- 
portance. 

The negotiations thus initiated bore fruit before the end 
of the year in a reciprocity treaty with Colombia, signed in 
Washington on December 15. The details of the treaty were 
not made public before its submission to the legislative bod- 
ies of both countries for ratification, though the Department 
of State announced that the United States government had 
made no engagement to reduce tariff rates, but had agreed 
that certain Colombian products should remain on the free 
list and that internal taxes affecting interstate or foreign com- 
merce in these products, in so far as they were subject to Fed- 
eral control, should not be increased. The Colombian govern- 

* Department of State Press Releases, July 12, 13, 15, 17, 1933. 
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ment agreed on its part to reduce duties on certain products 
and not to increase them on others, and also made commit- 
ments concerning internal taxes similar to those made by the 
United States.’ 

The treaty was peculiar in that it required no positive 
tariff action by the United States. The government merely 
agreed to maintain the status quo for imports from Colom- 
bia which were not subject to duties. In return for this com- 
mitment Colombia agreed to give favored treatment to 
American goods. The importance of the agreement seemed 
to lie more in its nature than in its actual content. It was the 
first of the ‘bilateral reciprocity treaties based upon mutual 
concessions,” which had been frequently advocated both by 
President Roosevelt and Secretary Hull. It was also the first 
reciprocity treaty to be negotiated by the United States since 
the unratified agreement with Canada in 1911, and the sec- 
ond since the agreement with Cuba in 1903.3 

Negotiations with Argentina and Brazil for bilateral 
agreements similar to that reached with Colombia were also 
in progress at the end of the year. The results were still too 
uncertain to justify the conclusion that the country had em- 
barked on a new tariff policy, or that trade reciprocity was 
actually creating a new link between the United States and 
the nations of South America. The attitude of Congress to- 
ward reciprocity was still unknown, and in other countries 
there were strong nationalist influences which might be ex- 
erted against trade concessions as effectively as they were in 
Canada in 1911. At the end of 1933, however, the Admin- 
istration had clearly shown its purpose to revise the tariff 
by a system of bargaining agreements, if these were prac- 
ticable. It had also shown that it regarded Latin America as 
the most promising field for its initial undertakings.* 


* Department of State Press Release, December 15, 1933. 

* The Canadian agreement was accepted by Congress but rejected by the 
Dominion Parliament. The Cuban treaty is still in effect. 

“The repeal of the Eighteenth Amendment gave the American government 
a new opportunity to test the practicability of tariff bargaining. Early in 
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2. Peace Agreements in South America 


During 1933 there were also signs of more than the usual 
degree of collaboration among the larger states of South 
America. Argentina and Chile ended their tariff war by rati- 
fying a treaty designed to remove the trade barriers which 
had been interfering with the normal economic life of these 
countries.® Argentina also sought similar trade agreements 
with Brazil and Uruguay. The visit of President Justo of 
Argentina and his Foreign Secretary, Sefior Saavedra Lamas, 
to Brazil and Uruguay attracted much attention in South 
America; for such visits were unusual, and this one was re- 
garded as possibly laying the foundations for a continental 
rapprochement. 

About a year previously Argentina had initiated an anti- 
war pact for the American nations. This instrument re- 
affirmed in broader terms the doctrine of non-recognition 
enunciated on August 3, 1932, by nineteen American gov- 
ernments.® The original declaration referred to the Chaco 
dispute. The governments announced that they would “not 
recognize any territorial arrangement of this controversy 
which has not been obtained by peaceful means.” The Ar- 
gentine anti-war pact extended this principle definitely to 
all territorial disputes, and it also obligated the signatory 
states to present a united front against the offender and to 
mobilize public opinion for a settlement by peaceful means 
established by international law, without “‘resort to inter- 
vention, either diplomatic or armed.” The United States, 
along with other nations of the Americas, had been invited 
to subscribe to this agreement, but on his last day in office, 





December minimum import quotas of wines and liquors were allotted to 
the chief exporting countries for the ensuing four months, with the under- 
standing that an increase in the quotas would depend on the granting of 
concessions to American exports. Negotiations with France resulted in a 
bargain whereby the quota for French wines was increased in return for 
a larger French quota for American pears and apples. 

®Cf. The United States in World Affairs, 1932, 60. 

* Ibid., 67, 301. 
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March 3, 1933, Secretary Stimson declined the invitation. In 
his view, the same ground had already been covered more 
effectively by other agreements and a new pact would tend 
to encumber existing peace arrangements. Six other nations, 
however, signed the pact at Rio de Janeiro on October 
10, 1933. 

Another indication of rapprochement among the South 
American governments appeared in the peaceful settlement 
of the dispute between Colombia and Peru over the Leticia 
territory on the upper Amazon. In this instance conciliation 
was effected through the League of Nations. We have shown 
elsewhere how this dispute came within the purview of the 
League.” 

On March 18, 1933, the League Council appointed an 
Advisory Committee to watch this situation and to assist the 
Council in performing its duties in the premises.* On May 
10 the committee submitted recommendations for a method 
of settlement to the representatives of Colombia and Peru, 
and on the 25th these recommendations were accepted at a 
meeting of the Council. 

The agreement thus reached provided for the appointment 
of a commission to proceed to the Leticia area and to assume 
jurisdiction over the disputed territory pending the negotia- 
tion of a treaty between Colombia and Peru. The commis- 
sion’s mandate was limited to one year. It was authorized 
to “call upon military forces of its own selection” and to 
“attach to itself any other elements it may deem necessary” 
to maintain order.® 

The governments of the United States, Brazil, and Spain 
were each invited to appoint a member of this commission. 
The American representative was Colonel Arthur Brown of 
the United States army, who became chairman.*® On June 

™Cf. Chapter II; also The United States in World Affairs, 1932, 62-68. 

* League of Nations, Monthly Summary, XIII, 71, March, 1933. 

* League of Nations, Official Journal, July, 1933 (Part II), 945. 


The other members were Captain Francisco Iglesias of Spain and Cap- 
tain Alberto de Limos Bastos of Brazil. 
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23 the commission arrived at Leticia, and Peruvian troops 
occupying the disputed territory immediately withdrew. Co- 
lombian troops, which had seized Peruvian posts on the 
right bank of the Putumayo River in retaliation for Peru’s 
seizure of Leticia, also withdrew into their own territory. 
This insured an end of hostilities. 

For the first time in its history the League then began to 
exercise control over territory in the Western Hemisphere. 
Its commissioners displayed their own flag, ‘‘a white rec- 
tangle, with the inscription in dark blue: ‘League of Nations 
Commission, Leticia.’”’ A detachment of Colombian troops, 
subject wholly to their orders, was detailed to aid them in 
maintaining their authority. 

This exercise of power by a League agency did not involve 
the Monroe Doctrine. A majority of the commission repre- 
sented countries of the Western Hemisphere and there was 
no question of territorial control by a European power. Far 
from viewing the League’s temporary jurisdiction with alarm, 
the American government expressed to Sir Eric Drummond, 
the Secretary-General of the League, its gratification at this 
conclusion of an amicable agreement." On October 25, rep- 
resentatives of Colombia and Peru met at Rio de Janeiro 
and began the negotiation of a new treaty for the definitive 
settlement of the issues between their governments. 


3. The Chaco Dispute 


The conflict between Bolivia and Paraguay over their 
claims in the Chaco region presented greater obstacles to a 
settlement. Repeated efforts were made in Washington, in 
Geneva, and in the leading capitals of South America to 
devise a formula for peace which would be acceptable to 
both disputants. All these efforts met with failure. 

It is unnecessary to enumerate here the long series of pro- 
posals which were laid before the disputants and the reasons 
offered for their rejection. As if by common agreement, the 


™ League of Nations, Official Journal, July, 1933 (Part Il), 974. 
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negotiations were gradually shifted to the League of Na- 
tions, of which both warring nations were members. For a 
time the League had held aloof from active participation in 
the efforts at conciliation in this dispute, and had limited 
its action to expressions of approval of the work of the 
Neutral Commission in Washington and of the ABCP 
powers” in South America in attempting to bring about a 
settlement. It desired to avoid the confusion which might 
arise from too many centers of negotiation. 

Nevertheless, when the Paraguayan delegate withdrew 
from the meetings of the Neutral Commission in Washing- 
ton at the end of 1932,'8 and when in February the efforts 
of the ABCP powers to find a basis of agreement proved 
ineffective, the duty of the League became clear. It could 
no longer maintain its attitude of detachment when two of 
its members were engaged in bitter, though undeclared, 
warfare. 

The League’s first direct move was an informal proposal 
from the Council for an embargo on the shipment of arms 
to the disputants, but recent developments in Washington 
had removed the prospect of immediate codperation by the 
United States in this undertaking and it was abandoned.™* 
In the meantime Paraguay had made the dispute still more 
of a League case by declaring a state of war with Bolivia. 
This was done in spite of the fact that Paraguay as a sig- 
natory to the Pact of Paris had renounced war as an instru- 
ment of national policy. Bolivia was not a signatory to the 
pact, but both countries were members of the League. 

On May 20 a committee of the League Council submitted 
a report stating that the two countries were “under obliga- 


* Argentina, Brazil, Chile, and Peru, the four nearest neighbors of the 
disputants. 

* Cf. Chapter II. 

** President Hoover had recommended legislation to prohibit the exporta- 
tion of arms and munitions under certain conditions. The Senate passed a 
resolution to this effect on January 19, but the House failed to act. Cf. 
Congressional Record, Seventy-second Session, 1527, 1608, 2157. 
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tion to settle their dispute by pacific means,” and declared 
that this meant: (1) the cessation of hostilities and the 
withdrawal by Paraguay of its declaration of a state of war 
with Bolivia; and (2) an agreement to submit the dispute 
to arbitration.”® In order to establish this procedure, the com- 
mittee recommended that a special commission be sent to 
the scene of the conflict, with instructions to draft an arbi- 
tration agreement in consultation with the two governments, 
and to report to the Council on all phases of the dispute.’ 

Paraguay promptly accepted these proposals, and Bolivia 
did so after some delay. On July 3 the Council formally 
adopted the proposals of its committee’? and on the rgth 
appointed a commission of five members, who were to pro- 
ceed at once to South America.** But on July 26 Bolivia and 
Paraguay submitted virtually identical notes asking that, in 
place of a commission ‘‘to conduct an inquiry on the spot,” 
a mandate should be conferred on the governments of the 
four neighboring states to devise a formula for peace.’ 

It was thus proposed once more to transfer negotiations 
from the League to the ABCP governments. For this reason 
the League Commission’s departure for South America was 
postponed, though the League retained its jurisdiction over 
the dispute.” Again the ABCP governments consulted with 
the representatives of Bolivia and Paraguay, but no progress 
was made toward a settlement. The joint counter-proposal 
of the two disputants had served merely to hold up the 
League’s program for three months. Early in November the 
League Commission reached Montevideo and soon after- 
ward departed for a visit to the capitals of Paraguay and 


* League of Nations, Official Journal, June, 1933 (Part II), 762. 

* Ibid. 

* Ibid., September, 1933 (Part Il), 1078. 

* The personnel of the commission was as follows: Brigadier-Genera! 
A. B. Robertson (Great Britain), Sefior J. Alvarez del Vayo (Spain), Gen- 
eral Fagalde (Frafce), Count Aldrovandi (Italy), Major G. R. Rivera 
Flandes (Mexico). 

* League of Nations, Official Journal, June 1933 (Part II), 108: 

™ Ibid., 1085. 
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Bolivia and to the scene of hostilities. Fighting still con- 
tinued intermittently in the Chaco. 


4. The Pan-American Conference 


This was the situation on December 3 when the Seventh 
International Conference of American States convened at 
Montevideo, with delegates from twenty-one nations in at- 
tendance. In his opening address President Gabriel Terra of 
Uruguay brought the Chaco question directly before the 
conference, and for a time it received the major share of 
attention. The delegates apparently felt that a conference 
assembled to promote peace and goodwill could not be con- 
ducted in the shadow of a nearby war without loss of influ- 
ence and prestige. After more than two weeks’ negotiations, 
Bolivia and Paraguay agreed, on December 19, to a truce 
for the rest of the year. 

The conference hoped that peace terms might be arranged 
before the truce expired. The Bolivians, however, had re- 
cently met with serious reverses in the Chaco and were not 
disposed to treat for peace while the fighting was going 
against them. When it appeared that no agreement could 
be reached before the end of the year, an effort was made to 
extend the truce for two weeks, but the only concession that 
could be won was its extension to January 6. The League 
Commission was on the scene, seeking to effect a settlement. 
It attended the final session of the conference, and the 
demonstrative welcome given it by the delegates attested 
their desire for an early peace. But the attitude of the dis- 
putants remained unchanged." 

In dealing with other matters the conference was more 
successful. The tariff, like the Chaco dispute, came up at the 
first session when President Terra of Uruguay cited the 
Hawley-Smoot Act as the chief reason why Latin American 
countries could not pay their debts. Shortly before the con- 


™ With the expiration of the truce on January 6 both sides prepared to 


[ 197] 


resume hostilities. 














ference Mr. Roosevelt had included the tariff among the 
matters which the American delegates were to refrain from 
discussing at Montevideo. He stated that “unsettled condi- 
tions, such as European commercial quota restrictions, have 
made it seem desirable for the United States to forego imme- 
diate discussion of such matters as currency stabilization, 
uniform import prohibitions, permanent customs duties, and 
the like."” Instead of these, Mr. Roosevelt suggested such 
topics as intellectual codperation, the development of com- 
munications, and plans for a Pan-American highway. 

In the second week of the conference it became evident 
that the ban on tariff discussion by the United States delegates 
had been removed. Although currency stabilization remained 
as forbidden a subject to them as it was in the final weeks 
of the London Conference, their declaration on the tariff 
was direct and concrete. It came in the form of a resolution 
offered by Secretary Hull on December 12. As the main 
objectives of tariff policy for the American nations the reso- 
lution proposed: (1) the reduction of rates by reciprocity 
treaties; (2) the elimination of restrictions almost com- 
pletely excluding international competition, such as those 
which reduce imports of particular commodities to less than 
5 per cent of domestic production, or which after being in 
effect a considerable length of time have failed to bring 
domestic production up to 15 per cent of domestic consump- 
tion; (3) the maintenance of the unconditional most- 
favored-nation clause in all tariff arrangements; and (4) 
the establishment of an international agency to observe the 
progress of states in carrying out their agreements to lower 
trade barriers. 

The resolution also stipulated that unilateral action was 
not to be neglected in effecting tariff reform. But to meet 
situations like that in the United States, it recognized the 

™ This meant that any tariff concession extended by one nation to an- 


other would also be extended to any other nations with which the grantor 
had treaties calling for unconditional equal treatment. 
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necessity of suspending tariff revision during the operation 
of temporary emergency measures designed to promote eco- 
nomic recovery.” 

The resolution was adopted by the conference on Decem- 
ber 15. The acceptance of its principles seemed to imply a 
willingness on the part of the governments at least to con- 
template a radical revision of their tariff policies. Whether 
their attitude would have been the same if more than this 
had been required is debatable. In spite of its specific pro- 
posals, the resolution committed no government to immedi- 
ate action, and as Mr. Hull himself indicated when present- 
ing the measure to the conference, it was concerned with 
the future. At the moment his own government would have 
found it impracticable to take the initiative in carrying out 
these proposals because its price-raising program involved 
higher tariff rates if these were necessary to the attainment 
of its objective. Under these circumstances it remained for 
the future to disclose whether the action of the conference 
was a bold attack on tariff problems or merely an obliging 
expression of good intentions. 

The United States delegation codperated in strengthening 
the peace machinery of the American nations by announcing 
adherence to the Argentine anti-war pact which the Depart- 
ment of State had declined to accept earlier in the year. This 
acceptance, of course, was subject to ratification by the 
United States Senate. Other nations in turn announced their 
adherence to one or more of the five peace treaties which 
had not yet been accepted by all the American govern- 
ments.** Argentina, for example, matched the action of the 
United States in accepting the Argentine anti-war pact by 
accepting the Pact of Paris, which she had previously re- 
frained from signing. 

The United States delegation subscribed to two other 


™ Department of State Press Release, December 13, 1933. 
* These treaties were: the Gondra Pact of 1923, the Washington concilia- 
tion and mediation agreements of 1929, the Pact of Paris, and the Argentine 
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treaties which conformed to American practice and were not 
expected to encounter Senate opposition. These were an 
extradition treaty prescribing a standardized procedure for 
all the American republics, and a treaty according additional 
rights to women by providing that there should be no dis- 
tinction based on sex in the law and practice of the American 
states relating to nationality. This treaty also recommended 
that the American states should confer equal civil and politi- 
cal rights on women as soon as practicable. 

The most delicate question before the conference was that 
of intervention by the United States in the affairs of the 
Caribbean republics. Cuban and Haitian delegates spoke 
feelingly on this matter and intimated that the conference 
was seeking to avoid discussion of a question in which many 
of its members were vitally interested. The United States 
delegation finally insisted upon a full discussion. An oppor- 
tunity came on December 19 when the Subcommittee on the 
Rights and Duties of States presented its report. Article 8 
of this report declared that “No State has the right to inter- 
vene in the internal or external affairs of another.” 

Secretary Hull accepted the non-intervention clause along 
with the rest of the report, but he made the reservation that 
the doctrines and policies which the United States govern- 
ment was then pursuing would be followed until there had 
been an authoritative interpretation and definition of the 
fundamental terms employed in the report. In speaking to 
this point Mr. Hull said: “Every observing person must by 
this time thoroughly understand that under the Roosevelt 
Administration the United States government is as much 
opposed as any other government to interference with the 
freedom, the sovereignty, or other internal affairs or proc- 
esses of the governments of other nations.”*° The report in 
the form of a resolution was adopted by the conference. In 
order to become binding on the United States it required 
ratification by the Senate, and because of the difficulty of 


* Department of State Press Release, December 20, 1933. 
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defining such terms as aggressor, neutrality, and interven- 
tion in a way which would not infringe the sovereignty of 
any state, legal experts expressed doubts as to the Senate’s 
approval. 

In view of the economic disturbances in the Americas and 
of the political unrest in several Latin American countries, it 
was not expected that the Seventh Pan-American Conference 
would achieve any notably important results. The outcome 
on the whole exceeded expectations. Many of the achieve- 
ments, however, lay in the realm of the imponderables. 
There was a friendlier spirit at Montevideo than at previous 
conferences; the attitude of distrust of the smaller states to- 
ward the United States was less in evidence; the causes of 
irritation were fewer, and the tone of the conference’s actions 
_ Was more positive. 

On December 28, two days after the conference adjourned, 
President Roosevelt spoke at a dinner in Washington in 
commemoration of the seventy-seventh anniversary of the 
birth of Woodrow Wilson. In his address he reviewed the 
policies of his Administration with regard to other Ameri- 
can republics and the League of Nations. He characterized 
the Montevideo conference as “a fine success” and declared 
that “‘a better state of feeling among the neighbor nations of 
North and Central and South America exists today than at 
any time within a generation.” In referring to intervention, 
he made a statement which was widely interpreted as modi- 
fying the Monroe Doctrine as it had been construed by the 
United States government since the Administration of Theo- 
dore Roosevelt. The President declared that “the mainte- 
nance of constitutional governments in other nations is not 
a sacred obligation devolving upon the United States alone,” 
but first of all of each nation within its own borders. Only 
when a failure of the orderly process of government within 
a country affected other nations of the continent did it be- 
come their concern, and in that event it was “the joint 
concern of a whole continent in which we are neighbors.” 
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The President had already followed this policy by con- 
sulting with representatives of the Latin American countries 
concerning the situation in Cuba.”* Under this practice the 
Monroe Doctrine no longer made the United States a kind 
of peace officer for the Western Hemisphere, but linked it 
with the other American republics in a common task not 
unlike that contemplated for the nations of the whole world 
in the Covenant of the League. It is possible that the Presi- 
dent realized the analogy in the Pan-American idea and the 
League idea; for immediately after discussing his Latin 
American policy he commended the League as “a prop in 
the world peace structure.” While declaring that the United 
States did not contemplate membership, he stated that “we 
are giving cooperation to the League in every matter which 
is not primarily political and in every matter which obviously 
represents the views and the good of the peoples of the 
world as distinguished from the views and the good of 
political leaders of privileged classes or of imperialistic 
aims.” 


* Cf. Chapter X. 
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CHAPTER TWELVE 
THE AMERICAN GOLD AND SILVER POLICY 


WHILE events in Latin America occupied much of the at- 
tention of the American Department of State during the lat- 
ter part of 1933, the chief interest of the Roosevelt Adminis- 
tration at this time was necessarily its domestic program. One 
domestic event of this period which directly affected the posi- 
tion of the United States in world affairs was the initiation 
of a new American monetary policy. To this development 
we now turn. 


1. Business and Prices in the Third Quarter 


Influences responsible for the adoption of this policy are 
to be found in the course of business activity and of prices in 
the United States during the late summer and early autumn. 
In midsummer every available index of business indicated 
the highest levels reached in several years.’ During the latter 
part of this period prices of commodities and securities had 
advanced with rapidly accelerating speed, largely in conse- 
quence of a speculative movement encouraged by continued 
depreciation of the dollar following the American rejection 
of stabilization plans at London. As events were to show, 
however, midsummer marked a turning-point. The dollar 
steadied somewhat in August and September, and it became 
evident that the Administration planned no immediate action 
either to reduce its value further or to make use of the in- 
flationary powers granted by Congress. Meantime the trend 
of business turned downward for some months, particularly 

*Cf. Chapters VII and IX. 


[ 203 ] 











in those industries in which the previous expansion had been 
most rapid and those in which codes or processing taxes had 
recently become effective.* 

In consequence of this recession the Federal Reserve 
Board’s index of industrial production, which had stood at 
60 in March and then soared to 100 in July, fell back to 91 
in August and to 84 in September. All important industries 
shared in this decline: steel, textiles, automobiles, lumber, 
transportation, and electric power. 

Due partly to the operation of the NRA and partly to 
the usual lag between the volume of production and the vol- 
ume of employment, both the number of men at work and 
the total payment of wages continued to increase, even after 
the contraction of business had begun. But the American 
Federation of Labor complained at the end of October that 
a gain of 6 per cent in individual wages had been more than 
offset by an increase of 8.5 per cent in the cost of living, 
with a consequent reduction of real wages by 2.3 per cent in 
September as compared with March.’ 

Farmers also had a grievance, since an earlier rise in the 
value of their commodities had been checked in midsummer. 
Between the middle of July and the middle of October the 
price of cotton fell by approximately 20 per cent, the price of 
corn and wool by approximately 30 per cent, and the price 
of wheat by 4o per cent. This depreciation in the value of 
farm products at the very time new crops were ready for 
the market coincided with an increase in prices of industrial 
products, partly in consequence of the higher wage scales 
established by the NRA. Accordingly, farm purchasing power 
once more declined. Between July and October the index of 
purchasing power compiled by the Bureau of Agricultural 
Economics fell from 71 to 6o. 

This abrupt reversal of an earlier trend was followed by 
renewed demands on the part of various farm organizations 


*Cf. Federal Reserve Bulletin, XIX, 593, October, 1933. 
* New York Times, November 6, 1933. 
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for other measures to improve farm prices. In the first week 
of October a delegation of officials of the National Farmers’ 
Union and several “holiday associations” presented at the 
White House a program calling for immediate currency in- 
flation and the pegging of farm prices at cost of production.‘ 
A week later the Governor of North Dakota prohibited by 
proclamation the shipment of wheat from his state and urged 
other governors to impose similar embargoes.° At the same 
time farm strikes were called in seven Western states. 

By the end of October there was fresh evidence of 
agrarian discontent, some dissatisfaction both on the farms 
and in the cities with higher costs imposed in connection 
with the NRA, and an unmistakable recession of business 
activity. It was in these circumstances that President Roose- 
velt announced, in a radio address delivered on Sunday eve- 
ning, October 22, a new development in the monetary policy 
of his Administration. 


2. The Proposal for Gold Purchases 


In this address the President recalled his last previous 
statement on monetary policy. The purpose of his Adminis- 
tration was to “restore the price level” and, having restored 
it, ‘to establish and maintain a dollar which will not change 
its purchasing and debt-paying power during the succeeding 
generation.” The President pointed out: “I said that in my 
message to the American delegation in London last July. 
And I say it now once more.’ 

The major premise of this policy was Mr. Roosevelt's 
conviction that “no one who considers the plain facts of our 
situation believes that commodity prices, especially agricul- 
tural prices, are high enough yet.” Some improvement had 
been made, by comparison with 1932. But the President was 
“not satisfied either with the amount or the extent of the 

“New York Times, October 8, 1933. 


* Ibid., October 16, 1933. 
* Cf. Chapter VII and Appendix III. 
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rise,” and it was definitely a part of his policy ‘to increase 
the rise and to extend it to those products which have as yet 
felt no benefit.” Here he added: “If we cannot do this one 
way, we will do it another. Do it we will.” 

The first step, he said, would be to establish a government 
market for gold in the United States. Accordingly, “under 
the clearly defined authority of existing law,” he was “‘au- 
thorizing the Reconstruction Finance Corporation to buy gold 
newly mined in the United States at prices to be determined 
from time to time after consultation with the Secretary of the 
Treasury and the President.” A second step, to be taken 
“whenever necessary to the end in view,” would be to “buy 
or sell gold in the world market.” These measures, the 
President believed, would enable the United States to “take 
firmly into its own hands the control of the gold value of 
our dollar.” They would assist the government in its de- 
clared purpose to restore prices to such a level as would 
“enable agriculture and industry once more to give work 
to the unemployed,” “make possible the payment of public 
and private debts more nearly at the price level at which they 
were incurred,” and “gradually restore a balance in the price 
structure, so that farmers may exchange their products for 
the products of industry on a fairer exchange basis.” 

This part of the government's program would necessarily 
be experimental. ‘I would not know, and no one else could 
tell, just what the permanent valuation of the dollar will be. 
To guess at a permanent gold valuation now would certainly 
require later changes caused by later facts.” But it would be 
the Administration's purpose to check too great a decline 
in the value of the dollar and “to prevent prices from ris- 
ing beyond the point necessary” to attain the ends in view. 
Accordingly, once a satisfactory price level had been 
achieved, the government would seek “‘to establish and main- 
tain continuous control.” The course on which it had em- 
barked represented “a policy and not an expedient’; “we 
are thus continuing to move toward a managed currency.” 


{ 206 } 























rere ee ee EE 











3. Reception of the President’s Announcement 


As was certain to be the case, a statement of such im- 
portance evoked many differing opinions, both in this coun- 
try and abroad. Some observers saw in it the natural 
development of the earlier declaration, made at the time of 
the London Conference, to which the President himself now 
called attention. But to many others it came as a surprise, 
since they believed that the Administration had been moving 
toward a more orthodox policy. Thus on October 11, less 
than two weeks before the President’s announcement of his 
plan to raise prices through depreciation of the dollar, the 
Treasury had called for redemption $1,900,000,000 of the 
outstanding Fourth Liberty Loan, offering in exchange new 
bonds rather than the inconvertible currency authorized for 
this purpose under the so-called Thomas amendment to the 
Agricultural Adjustment Act.? This decision was widely in- 
terpreted as an indication that the Administration had deter- 
mined to pursue a conservative monetary policy. Because of 
this interpretation, it was followed by a sharp recovery in the 
gold value of the dollar, from 66.8 cents on October 11 to 
71.2 cents on October 21, on the eve of the President's an- 
nouncement. 

Opinion also varied as to the efficacy of the plan to raise 
prices by buying gold. Some observers believed that depre- 
ciation of the dollar would necessarily initiate a correspond- 
ing rise of prices. Others disputed this assumption and argued 
that a change in the amount of gold purchasable with a paper 
dollar could not affect prices unless the paper dollar could 
buy gold and gold were issued for the paper dollar, a situa- 
tion which required a free gold market. Some skeptics also 
argued that, even on the gold standard, there was no natural 
or permanent link between the value of gold and the value 
of other commodities. 

Comment abroad was concerned principally with that 

*Cf. Chapter IV. 
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phase of the President’s plan which called for purchase or 
sale of gold in world markets. In many quarters it was pre- 
dicted that this practice would, in the words of the Econ- 
omist, “still further disrupt the normal processes of 
international economic relationships,’’* while other observers 
saw in it an influence likely to provoke the much-discussed, 
long-threatened international currency war. Typical of this 
opinion was the comment of the London Financial Times 
that “if the United States so handles the power it has as- 
sumed to disturb values of other currencies in relation to the 
dollar in a manner which foreign countries regard as un- 
warrantable, it will face the certainty of retaliation. If the 
United States depreciates the external value of its currency 
to the stage at which its producers threaten other parts of 
the world with the evil of dumped exports, it will as as- 
suredly meet reprisals.’”® 

For the British government in particular the program an- 
nounced by Mr. Roosevelt raised questions of importance. 
For some time it had been British policy to keep the pound 
relatively stable in terms of the French franc. Continuation 
of this policy would undoubtedly strengthen the position of 
the franc, threatened anew, precisely at this time, by an in- 
dicated deficit of 7,500 million francs in the French budget, 
by the fall of the Daladier government on the issue of re- 
trenchment in public expenditures, and by an adverse bal- 
ance of trade amounting to more than 900 million francs a 
month. On the other hand, if the British government con- 
tinued to support the franc by maintaining its existing rela- 
tionship to the pound, the consequence might be that the 
pound itself would be driven above par in its relation to the 
dollar. This, in turn, would mean the loss of whatever actual 
or theoretical advantage Britain enjoyed over the United 
States in international trade as a result of currency deprecia- 
tion. On this point a large part of the British public shared 


® Economist, CXVII, 850, November 4, 1933. 
* Quoted in the New York Times, October 26, 1933. 
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the opinion of Sir Robert Horne, expressed in an address 
in the United States shortly after the President announced 
his new gold policy, that “we have got to defend our trad- 
ing position. . . . The ratio between sterling and the dollar 
must be watched and must not be permitted to get out of due 
proportion.’”?° 


4. Initiation of the President’s Program 


The President’s program was put into effect on October 
25, three days following the Sunday evening radio address 
in which Mr. Roosevelt announced it. On that day $31.36 
was set as the figure at which the Reconstruction Finance 
Corporation was prepared to buy gold newly mined in the 
United States. This was 51.7 per cent above the statutory 
gold price of $20.67 an ounce. It was 27 cents above the 
prevailing world market price reported by London, and rep- 
resented a gold value for the dollar of 65.91 cents. 

The announcement of the price set by the Reconstruction 
Finance Corporation was somewhat curiously worded. The 
corporation did not offer to buy gold. It offered instead an 
issue of 50 million dollars in ninety-day debentures for 
which it would accept subscriptions payable in gold. This 
was because the government had no direct authorization to 
purchase gold, but was acting under Section 9 of the organic 
act of the RFC, giving that agency power to market its 
securities in order to obtain money for lending operations. 
The Administration’s action at this point was taken wholly 
independently of its power under the Thomas amendment 
to reduce the gold content of the dollar by as much as 50 
per cent. 

Prices for gold were advanced by successive stages on the 
three following days from $31.36 on October 25 to $31.82 
on the 28th.”? At this point the RFC figure was $1.25 above 


” New York Times, October 28, 1933. 

™ Data on the government price of gold and on the gold value of the dol- 
lar in foreign exchange have been supplied respectively by the Federal Re- 
serve Bank of New York and the Standard Statistics Company. 
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the gold bullion price established in London. But instead 
of falling comparably, the dollar actually advanced slightly 
on foreign exchange, and commodity markets showed little 
evidence of stimulation. Accordingly, it was determined at 
a White House conference held on Sunday, October 29, to 
put into effect the second half of the President’s program— 
namely, the purchase of gold in the world market. For this 
purpose the Reconstruction Finance Corporation authorized 
the Federal Reserve Bank of New York to dispose of the 
corporation’s notes and to take payment in foreign gold to 
be imported into the United States. 

During the next three weeks the price of gold was marked 
up by the RFC from $31.82 on October 28 to $33.76 on 
November 22. At no time was the price reduced, though on 
a few occasions it remained unchanged over a period of sev- 
eral days. The average rate of increase during this period 
was approximately 9 cents a day. Comparatively small 
amounts of gold were actually purchased.’* But the steady 
rise in the price quoted for it clearly indicated the govern- 
ment’s intention to depreciate the value of the dollar. 

For a brief time the foreign exchange value of the dollar 
held its ground despite this pressure. But by November 6 it 
had fallen below the British pound, which rose above its 
old parity of $4.86. A week later, following a shift of per- 
sonnel in the Treasury Department which included an in- 
definite leave of absence for Secretary Woodin and the 
resignation of Under Secretary Acheson, a further decline 
carried the gold value of the dollar for the first time below 
60 cents. This was on November 15. On the 16th and 17th 
the dollar rallied; then fell again for several days, reaching 
60.58 cents on November 22. 

At this point one month had elapsed since the President's 
announcement of his program. During this period the value 
of the dollar on foreign exchange declined by approximately 


™% By November 22 the total expenditure for the acquisition of domestic 
gold amounted to less than $9,000,000. 
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15 per cent. The value of commodities, measured by the 
Bureau of Labor statistics index, advanced by about 2 per 
cent. But many individual commodities, of importance in 
foreign trade or in the speculative markets, showed larger 
gains: wheat rising from 82 cents a bushel to 8714, cotton 
from 9.40 cents a pound to 10.15, corn from 431% cents a 
bushel to 4614, and silver from 37.2 cents an ounce to 44.6. 

During this same period there occurred a shift of Ameri- 
can capital into foreign investment, in an amount variously 
estimated, but impossible accurately to ascertain. In the 
American markets common stocks rose rapidly.’* Domestic 
bonds declined, while foreign bonds improved. Securities of 
the United States government were subjected to selling which 
depressed eight issues from slightly above to slightly below 
par and reduced the quoted value of the highest-priced issue 
(the Treasury 414s) from 110.15 to 104.12. 

During the latter part of the period the Administration's 
policy encountered criticism. Such criticism was expressed by 
the Chamber of Commerce of the United States, by the Ad- 
visory Council of the Federal Reserve Board, by the Na- 
tional Association of Manufacturers, and by a number of 
other organizations. In protest against what he believed to be 
“a drift into unrestrained inflation,” Dr. O. M. W. Sprague 
resigned his post on November 21 as economic adviser to 
the Treasury. 

The Administration’s course was defended by Secretary 
Woodin, by the Committee for the Nation, by the Monetary 
Reform League, and by a number of farm leaders and West- 
ern Senators, including Mr. Norris and Mr. Pittman. 


5. The Plan in its Second Month 


During the period between November 22 and the end of 
the year, debate continued over the merits of the Adminis- 
% The New York Times average of fifty representative securities on the 


New York Stock Exchange advanced from 72.97 on October 21 to 85.18 on 
November 22. 
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tration’s policy. Further criticism of it was expressed by 
former Governor Alfred E. Smith, by Mr. Ogden L. Mills, 
and by groups of economists at Columbia, Yale, Princeton, 
and a number of other universities. To the support of the 
President’s program came General Hugh S. Johnson, Chair- 
man Jones of the Reconstruction Finance Corporation, Father 
Charles E. Coughlin, the “radio priest” of Detroit, and Sena- 
tor Elmer Thomas of Oklahoma. In an address in New York 
City Mr. Frank M. Law, president of the American Bankers 
Association, praised the President’s course as one which was 
intended to avoid direct inflation of the currency.’* The Na- 
tional Association of Manufacturers called for an early sta- 
bilization of the dollar and an ultimate return to the gold 
standard, but described as an ‘extremely complicated” ques- 
tion “the wise adjustment of the monetary standard of the 
United States to the changed economic conditions arising out 
of the World War and the ensuing decade of expansion.”’?° 

At the end of the year the debate was still keen, the policy 
still in force, and the attitude of Congress toward it unde- 
termined. We may note, meantime, these developments in the 
plan itself and in the views of the foreign governments 
which watched its progress with great interest: 

During the second month there was a decided slowing 
down in the rate at which the Administration advanced its 
price for gold. It had started with $31.36 on October 25 and 
by November 22 reached $33.76, an increase of 7.7 per cent. 
Between the latter date and December 18, a period approxi- 
mately as long, the price was advanced only from $33.76 to 
$34.06, an increase of less than 1 per cent. Between Decem- 
ber x and December 16 the figure was left unchanged at 
$34.01. 

During most of this period actual purchases of gold were 
made in very small amounts. No figures concerning pur- 
chases abroad were published, but as late as December 11 


% New York Times, December 13, 1933. 
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a total of only about 14 million dollars had been spent for 
gold mined in the United States. On December 15 the Re- 
construction Finance Corporation announced that it had made 
a second allocation of its debentures, this time in the amount 
of 25 millions, for the purpose of buying gold. The original 
allotment had been 50 millions. From the issuance of new 
notes it was inferred that the difference between 50 millions 
and the 14 millions spent for domestic gold had been used 
for purchases abroad. 

During this period also there existed a discrepancy be- 
tween the government’s price for gold and the actual price 
in domestic and foreign markets. The discrepancy was very 
wide in the United States. In mid-December the price of 
scrap gold quoted by the leading dealers in New York City 
was only $22.80 an ounce, though the government's figure _ 
was $34.01. The dealers’ price was depressed by a large 
excess of supply over demand. A flood of offerings had ap- 
peared when the newspapers reported sales of scrap gold at 
a premium over the statutory figure. While dealers were free 
to buy scrap from anyone offering it, they were permitted to 
sell it only to those authorized to use the metal in the arts 
or in industry. The market was thus limited, while offerings 
continued in abundance. 

In London the discrepancy was narrower, but nevertheless 
significant. As we have noted, the price quoted by the RFC 
when the plan was first put into operation exceeded by a 
slight margin the price then prevailing in the London market. 
A little later the situation was reversed: on November 15 
the London price rose above the RFC quotation. But this 
phase was of short duration. By November 24 the London 
price was again below the Administration's figure, and there 
it remained during the rest of the period we are now consid- 
ering. The margin was 41 cents on November 24, $1.22 on 
December 1, $2.13 on December 14, and $1.67 on Decem- 
ber 16. 

Meantime, while the dollar was fluctuating widely with 
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respect both to the pound and to the franc, reports from Eu- 
rope indicated somewhat less concern over the immediate 
effect of American policy on the position of the gold nations 
and on the course of international trade. As we have noted, 
the initiation of the gold-purchase plan coincided with a par- 
ticularly trying period for France. Between mid-October and 
early December French politics were in confusion, and the 
Bank of France lost 4,500 million gold francs. During the 
latter part of this period, however, the loss of gold slowed 
down and on December 11 the French Chamber finally 
adopted a budget. 

In England fears continued to be expressed that the de- 
preciation of the dollar would imperil British trade. Late 
in November the council of the Empire Producers’ Organiza- 
tion urged that ‘the governments of the countries of the 
British Empire should take such action as may be considered 
most appropriate to safeguard the interests of Empire pro- 
ducers and maintain the full benefits of Empire prefer- 
ences.’""® But in the House of Commons Mr. Chamberlain 
stated that ‘according to such information as reached me, 
the depreciation of the dollar has not up to the present seri- 
ously affected British trade.” Figures of the Board of Trade 
seemed to corroborate this statement. In November exports 
of British goods increased for the fifth successive month and 
(at £34 millions) reached the highest level in two years. 
Meantime, depreciation of the dollar lowered the cost of 
American cotton for Lancashire. These facts were reassuring, 
as far as the immediate future was concerned, but Mr. Cham- 
berlain continued to believe that “‘constant fluctuations of the 
dollar, and the consequent uncertainties and anxieties which 
are spread throughout the rest of the world, are bound to 
shake confidence and slow down trade revival.”*® 

At the end of the year the American dollar was valued 


% Times (London), November 23, 1933. 

" Parliamentary Debates, House of Commons, CCLXXIII, 249, Novem- 
ber 23, 1933. 

* Speech at Birmingham, December 8. Times (London), December 9, 1933. 
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on foreign exchange at 63.09 cents in terms of gold. Its net 
depreciation during the period since October 22, when the 
gold-purchase plan was announced, amounted to 11.4 per 
cent. During the same period the weekly average price of 
commodities in the United States, as computed by the Bu- 
reau of Labor Statistics, advanced by one-half of 1 per cent. 
The more sensitive index computed by Moody advanced by 
3.1 per cent. 


6. American Purchases of Silver 


On December 21 Mr. Roosevelt took a new step in the 
development of his monetary policy. He issued a proclama- 
tion ordering the government mints to buy all the silver 
mined in the United States during the next four years at 
6414 cents an ounce. The price thus fixed was 2114 cents 
above the market level on the date of the proclamation. One- 
half of the silver offered to the mints was to be coined into 
dollars at the existing mint ratio and to be used in paying the 
miners for their bullion. The rest would be taken by the gov- 
ernment as a seigniorage charge and would not be disposed 
of, except for coining purposes, until 1938. 

The President thus exercised the power conferred upon 
him at the special session of Congress to reopen the mints 
to the coinage of silver. The so-called inflation amendment 
to the Agricultural Adjustment Act authorized this proce- 
dure as well as a change in the mint ratio of silver and gold 
when the President after investigation considered this neces- 
sary “to stabilize domestic prices or to protect the foreign 
commerce against the adverse effect of depreciated cur- 
rencies.”?® 

The immediate purpose, however, in resuming the coinage 
of silver dollars was neither to stabilize prices nor to protect 
American trade against cheap foreign money. The mint ratio 
was not changed, and the current domestic production of 
silver was so small that its purchase, even at a price fixed 

* Cf. Chapter IV. 
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about 50 per cent above that of the world market, could 
have very little effect on the general price level or on for- 
eign trade. 

The President's immediate aim was to put into effect the 
silver agreement adopted during the World Economic Con- 
ference in London by eight nations which were either large 
producers or large holders of silver. As we have shown else- 
where, the important silver-producing countries agreed to 
absorb 35 million ounces of silver a year during four years, 
beginning January 1, 1934.°° A supplementary agreement 
fixed 24,421,410 ounces as the share which the United States 
should take off the market. As this amount was approxi- 
mately equal to total domestic production in 1932, the pur- 
chase by the mints of all newly-mined American silver would 
probably result for a time in little more than the execution 
of the London agreement. 

The later effects would depend in part on the degree to 
which the high government price encouraged new produc- 
tion and in part on the progress of general business recovery 
with a consequent increase in the output of those mining in- 
dustries in which silver is a by-product. As the annual do- 
mestic production of silver in 1927-29 averaged 60 million 
ounces, it seemed that the new silver-purchase plan would 
finally result in the absorption by the United States of con- 
siderably more silver than its quota in the London agreement. 

As the year ended, the future monetary policy of the Ameri- 
can government was a subject of controversy and a matter of 
conjecture both at home and abroad. 


” Cf. Chapter VIII. 
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CHAPTER THIRTEEN 


THE DEADLOCK OVER DEBTS AND ARMAMENTS 


WHILE the monetary policy of the American government 
was the question of outstanding interest at the end of 1933, 
there were other matters which influenced the foreign rela- 
tions of the United States in the last months of the year. 
With these matters we deal in this and the following 
chapter. 


1. The War Debts 


Because payments on the war debts fell due in mid-De- 
cember, this question provoked at the end of the year its 
semi-annual discussion. The Administration had hoped dur- 
ing the summer to initiate negotiations between the United 
States and all of the debtor nations which had made at least 
partial payment on their obligations.’ The purpose of such 
negotiations was to reéxamine existing contracts in the light 
of changed conditions. But due to the pressure of other 
matters, conversations were held only with Great Britain. 

When the British government offered its payment of $10,- 
000,000 in June, it requested the United States “to enter upon 
formal negotiations for an ultimate settlement of the whole 
war debt question.”* The reply of the United States was to 
suggest that representations be made in Washington as soon 
as convenient. “Any results of such a discussion of the debt 
question,” said the Department of State in its note, ‘can be 


*Cf. Chapter VI. 
* White House Press Release, June 14, 1933. 
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submitted for the information or the consideration of Con- 
gress when it next meets.’ 

Since Congress would not meet again in regular session 
until January, 1934, and since the next installment on the 
British debt was due in December, 1933, a literal reading of 
the department’s note implied that at least one more pay- 
ment must be made before the question of revision could be 
considered by the American government. Actually there was 
hope in London, in consequence of the position taken by 
President Roosevelt at the time of the June payments, that 
an agreement might be reached before December which, 
though still requiring the formal approval of Congress, would 
satisfy both the creditor and debtor governments. It was with 
this hope that Sir Frederick Leith-Ross, economic adviser to 
the British government, Sir Ronald Lindsay, Ambassador to 
the United States, and Mr. T. K. Bewley, British Treasury 
expert, sailed from England at the end of September for a 
series of conferences in Washington. 

The first of these conferences was held on October 10, 
with the American government represented by Dean Ache- 
son, Under Secretary of the Treasury; Daniel W. Bell, Com- 
missioner of Accounts in the Treasury, and Frederick Livesey, 
Assistant Economic Adviser of the Department of State. 
Further conferences were held over a period of several weeks, 
usually at the Treasury, but in a few cases at the Depart- 
ment of State and the White House. The British delegates 
wished first to state their case for a fundamental revision 
of the existing agreement. 

Several sessions were devoted to a discussion of this ques- 
tion. But it was soon apparent that no progress could be 
made on the larger points. Not only were the negotiators 
handicapped by the usual barriers separating creditor from 
debtor in such an undertaking, and by the necessity of think- 
ing more in terms of the state of mind of their respective 


* White House Press Release, June 14, 1933. 
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publics than of the debt itself: in addition, several new de- 
velopments added to the difficulties with which they were 
confronted. It was on October 22, shortly after the first con- 
ference on the British debt in Washington, that President 
Roosevelt announced his plans to buy and sell gold abroad, 
thereby initiating a monetary policy which was unforeseen 
when the British delegates left London. The shift which had 
taken place in American tariff policy definitely ruled out for 
the time being any negotiations contemplating payment of 
the British debt in terms of goods. A year earlier, speaking 
then as a candidate for the Presidency, Mr. Roosevelt had 
said: ““The debts will not be a problem—we shall not have 
to cancel them—if we are realistic about providing ways in 
which payment is possible through the profits arising from 
the rehabilitation of trade. . . . Our policy declares for pay- 
ment, but at the same time for lowered tariffs and resumption 
of foreign trade which opens the way for payment.’* In 
October, 1933, no immediate general lowering of the tariff 
was contemplated by the American government. 

In these circumstances, considering the new difficulties 
which complicated a problem difficult enough at best, it was 
not remarkable that the negotiations in Washington soon 
swung away from the larger questions at issue and turned 
to consideration of the payment immediately due from Brit- 
ain on December 15. On November 7, following several 
weeks of unsuccessful negotiation, it was announced simul- 
taneously in Washington and in London that no agreement 
concerning revision of the existing contract had been reached. 
There had been, in President Roosevelt’s words, ‘‘a full and 
frank discussion.” But this discussion had only “made clear 
the great difficulty, if not impossibility, of reaching sound 
conclusions upon the amounts of international payments 
practicable over any considerable period of time in the face 


“Address at Albany, July 30, 1932. Cf. The United States in World 
Affairs, 1932, 160-1. 
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of the unprecedented state of world economic and financial 
conditions.” Negotiations had accordingly been discontinued 
“until certain factors in the world situation” had “become 
more clarified.” In the meantime the British government 
offered, and the President announced his willingness to 
accept, with “no personal hesitation” in saying that he did 
“not regard the British government as in default,” a token 
payment of $7,500,000 in American currency. With the for- 
eign exchange value of the dollar then amounting to 63.3 
cents, this was the equivalent of an offer of $4,747,500 on a 
gold basis. The total payment due from Britain was $117,- 
670,765. The token offer thus amounted to approximately 
4 per cent of the sum called for in the contract. 

Negotiations were undertaken by the United States with 
no other foreign governments. Those which had deferred 
payment in the previous June were reminded in formal notes 
sent by the Department of State that payments on December 
15 were expected. But when this date arrived, Finland was 
again the only nation to meet in full its obligation. With this 
exception, defaults and token payments were the rule. 

The amounts due to the United States on December 15 
and the sums actually received from eleven debtor govern- 
ments are shown in the following table: 


Amount Due Amount Paid 
Great Britain... .. $117 ,670,765 $7 , 500,000 
POO... ........ meee ° 
CG eg vaeenw ie 2,133,906 I ,000 ,000 
Te 2,859,454 fe) 
EE 5 408 ,292 re) 
Czechoslovakia... 1,682,813 150,000 
Se 435 408 fe) 
a re 229,623 229,623 
Lithuania........ 105 ,474 10 ,000 
ic wasn ade's.s 180 ,705 8 ,500 
ae 45,271 ° 





$152,952, 637 $8 ,898 ,123 
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The total amount received was $8,898,123, compared with 
$11,369,592 received in June.® These payments, unlike those 
of June, were made in dollars rather than in silver at the 
arbitrary value of 50 cents an ounce, as the option of pay- 
ing in silver expired on November 12. The December pay- 
ment was less than 6 per cent of the amount due. It was 
increasingly apparent that under the weight of the depres- 
sion and in the absence of German reparations the existing 
structure of the debts had broken down. 


2. Foreign Dollar Bonds 


At the end of 1933 new questions were also raised regard- 
ing foreign debts owed to private creditors in the United 
States. During the year there was a substantial increase in 
the amount of these debts in default. As we have shown 
elsewhere, Germany in June declared a partial moratorium 
of interest transfers on all long-term external obligations 
except those issued by the government under the Dawes and 
Young plans.* Other moratoria were declared by Central 
European and Latin American governments.’ The amount 
of foreign dollar bonds wholly or partially in default was 
estimated as in excess of 2,000 million dollars.8 These bonds 
were so widely distributed and the average holdings were so 
small that the bondholders themselves could take no con- 
certed action for their protection. 

The losses of American bondholders from foreign invest- 
ments had engaged the attention of Congress at various 
times since 1931, but there was no legislative action in their 
behalf until the passage of the Securities Act of May 27, 
1933. One section of this measure provided for the creation, 

*Cf. Chapter VI. 

* Ibid, 

*For example, partial moratoria by Rumania, Colombia, Cuba, and the 
Argentine provinces of Buenos Aires and Mendoza. 

*The American Council of Foreign Bondholders estimated the amount as 


of August 1, 1933, at $2,541,856,400. Cf. also Max Winkler, Foreign 
Bonds: An Autopsy, 179-202. 
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with the President's approval, of a Corporation of Foreign 
Security Holders for “protecting, conserving, and advancing 
the interests of the holders of foreign securities in default.” 
As the directors of the corporation were to be appointed 
by the Federal Trade Commission, it would have some char- 
acteristics of a government agency, even though the law 
forbade its agents or employees to represent themselves as 
acting for the government. The possibility that other gov- 
ernments might not understand the real character of the 
corporation led the Administration to consider plans for a 
new agency free from all suspicion of government connec- 
tions. 

A conference at the White House on October 20 between 
members of the Administration and a small group of promi- 
nent citizens from various parts of the country® was soon fol- 
lowed by the organization of the Foreign Bondholders’ Pro- 
tective Council.*° This was a private corporation, chartered 
in Maryland. Like similar organizations in the creditor 
countries of Europe, it was designed to give disinterested pro- 
tection to investors in foreign securities. The need of a cen- 
tral agency of this kind had long been felt, and its creation 
had been advocated for several years by the Department of 
State. Its establishment was regarded as an important step 
toward ending the confusion in the foreign debt situation 
and improving international relations. 

On December 18, the day of the organization of the For- 
eign Bondholders’ Protective Council, the German govern- 
ment took action which demonstrated anew the need of a 
protective agency for American investors. Dr. Hjalmar 
Schacht, president of the Reichsbank, announced that during 
the next six months the transfers of interest payments on 
German long-term debts would be reduced from 50 to 30 
per cent. The remainder of the interest would be paid in 
scrip redeemable at 50 per cent of its face value. Under the 


® White House Press Release, October 20, 1933. 
New York Times, New York Herald Tribune, December 19, 1933. 
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moratorium of June the holders of German bonds were to 
receive 75 per cent of the interest due them when arrange- 
ments were completed for marketing the scrip in the United 
States." Under the revised moratorium their proportion was 
reduced to 65 per cent. 

This reduction in the debt service was made shortly after 
a committee of Germany's foreign creditors had conferred 
with the Reichsbank authorities and urged the discontinu- 
ance of the moratorium at the end of the year. In support of 
their case they cited Germany’s favorable trade balance since 
June, the easing of foreign debt burdens through the depre- 
ciation of the dollar, and the substantial reduction of the 
short-term ‘“‘standstill” debts. They also pointed out that 
German investors had purchased large amounts of German 
securities at low prices in foreign markets and in this way 
had further reduced the burden of external debt. 

Against these claims the Reichsbank authorities submitted 
data showing that considerably more than half of the recent 
export surplus had been paid for in “blocked” marks,” 
scrip, or depreciated German bonds, and that part of the 
exports represented the withdrawal of capital by émigrés 
rather than the sale of goods. The Germans therefore in- 
sisted that the favorable trade balance had not resulted in 
the acquisition of sufficient foreign exchange to permit the 
resumption of full service on the debts or even to maintain 
service on the scale of the last half of 1933."* 

As the final decision lay with the Reichsbank and the 
German government, the creditors’ representatives had no 
further recourse after the presentation of their case. One 
minor concession, however, was made to American and 
British bondholders. Switzerland and the Netherlands had 
negotiated trade agreements with Germany under which 

* Due to the complications of the new Securities Act, a market for this 
scrip was not established until the end of the year. 

* “Blocked” marks represented credits in Germany which could not be 


transferred because of exchange control. 
* New York Times, New York Herald Tribune, December 19, 1933. 
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their nationals received full payment of interest on German 
bonds in return for concessions to German exports. The 
British and American representatives’* protested that this 
arrangement was discriminatory, and they succeeded in ob- 
taining a promise that when the Dutch and Swiss agreements 
expired at the end of the year no new agreements of this 
kind would be made until they had been submitted to Ger- 
many’s creditors as a whole. The creditors would have no 
veto over such proposals, but they would have an opportu- 
nity to study them and make representations if their interests 
appeared to be affected.’ 


3. The Problem of Armaments 


If we turn now from foreign debts to another international 
question in which the United States had been deeply inter- 
ested, we find at the end of 1933 a continuing deadlock over 
armaments. We have noted in an earlier chapter the disap- 
pointing record written during the first half of the year and 
the decision of the Geneva Conference at the end of June 
to adjourn until mid-October.’® During the summer months 
the President of the conference, Mr. Arthur Henderson, 
visited London, Paris, Berlin, Rome, and Prague, hoping to 
find some basis of agreement. But conditions were not aus- 
picious for this effort. Officials of the various governments 
were preoccupied first with developments in the World Eco- 
nomic Conference and then with financial and commercial 
problems left unsolved when that conference broke down. A 
further difficulty was the fact that tension steadily increased 
in Europe during the summer, largely in consequence of 
friction between Austria and Germany. Toward the end 
of June the Austrian government had outlawed the Nazi 


* The American security holders were not represented directly, but their 
interests were defended by Mr. John Foster Dulles, of New York, represent- 
ing the banks which had issued German securities. Cf. Chapter VI. 

> Commercial and Financial Chronicle, CXXXVII, 4093, December 9, 
1933. 

* Cf. Chapter V. 
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party in that country because of the militant tactics it pursued 
in its attempt to acquire power. This provoked resentment 
in Germany and led to a series of accusations, counter-accu- 
sations, edicts, and reprisals which added rapidly to the con- 
cern of other governments. They saw in it a struggle on 
Austria’s part to retain her independence in the face of an 
effort by German National Socialism to extend its influence 
in a neighboring state through revolutionary methods, with 
the outcome certain to have a profound influence on the 
peace of Europe. 

This was the situation in September when the time came 
to resume discussions preparatory to the reassembling of the 
conference at Geneva on October 16. Numerous conversa- 
tions were held in London and in Paris. Mr. Norman Davis 
took an active part in them as representative of the United 
States, in furtherance of the declared policy of the American 
government to use its influence in behalf of an agreement. 
The conversations necessarily turned upon two questions: (1) 
how to meet the German demand for practical equality with- 
out consenting to extensive rearmament, and (2) how to 
provide at the same time some general plan for arms reduc- 
tion on the part of the heavily-armed nations, including 
France, without setting up an extensive system of sanctions 
and penalties. These questions were made more difficult by 
the state of mind developing in France in the presence of the 
Hitler government in Germany. 

The German proposals for attaining equality of status 
amounted in the first instance to the right to possess 
“samples” of weapons regarded by the other powers as 
essentially defensive, such as anti-aircraft guns and pursuit 
planes. In the September stage of the conversations the im- 
mediate problem was to reduce to a minimum these de- 
mands, lengthening as far as possible the period during 
which equality of status would gradually be recognized, and 
to expand to a maximum French concessions without assum- 
ing additional political responsibilities for French security. 
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One means of increasing security was the proposed estab- 
lishment of international supervision of armaments. On this 
question the United States agreed with the French thesis that 
the supervision should be automatic and regular rather than 
ad hoc and irregular, as proposed by the British. But the 
United States differed from the French view and inclined 
more toward German opinion in believing that supervision 
should not be used to help enforce any provision of the 
Treaty of Versailles. It was rather to be applied even-hand- 
edly in all countries on the basis of the new disarmament 
convention. 

A reconciliation of views on these points proved still to 
be impossible, and in the face of an apparent deadlock there 
were constant rumors during the latter part of September 
that the Italian government desired to shift the discussions 
from Geneva to Stresa, where they could be pursued under 
the zgis of the Four-Power Treaty. Germany also was under- 
stood to favor this plan, since it promised to place her in a 
position to bargain more effectively in the absence of allies 
of France. For the same reason France opposed discussions 
at Stresa and preferred to continue them at Geneva. The 
United States supported France in this position, on the 
ground that the problem was a conference problem and 
should be dealt with as such. 

On October 9 Mr. Henderson presented at a meeting of 
the bureau, or steering committee, an account of the negoti- 
ations in which he had participated during the summer. The 
more difficult questions still to be resolved included the dura- 
tion of the proposed convention, the problem of defensive 
weapons, the reduction of land war material in the case 
of the heavily-armed powers, and the penalties, if any, to be 
imposed for violations of the treaty. Mr. Henderson reported 
two prevailing opinions concerning the duration of the 
treaty. Some governments favored a five-year convention, 
during which forbidden material would be destroyed and 
equality of rights granted Germany by successive stages; 
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others suggested an eight-year convention, to be divided 
into two four-year periods, during the first of which the 
efficacy of supervision and control would be tested without 
substantial reduction of armaments. There was a consider- 
able difference between these plans. But the outstanding issue, 
on October 9, could be described as the question of defensive 
weapons claimed and to be permitted during the trial period. 
What was required, in Mr. Henderson’s opinion, was not 
further technical discussions but the taking of political de- 
cisions. 

It was between the meeting of the bureau on October 9 
and its next meeting on October 14 that decisions were 
made which led to Germany’s withdrawal from the confer- 
ence and to her announced intention to withdraw from the 
League. 

Foreign Minister von Neurath had departed somewhat 
hurriedly from the sessions of the Assembly then in progress 
and returned to Berlin. It was understood when he left that 
he would return to Geneva within a week. A few days after 
the meeting of the bureau on October 9 the German delegate 
to the Arms Conference, Herr Nadolny, left suddenly by 
airplane to consult with his government. The British, French, 
American, and Italian delegations remained in Geneva, to 
work out more precisely the details of a statement to be 
made at the meeting of the bureau. 

This detailed statement was presented on October 14 by 
Sir John Simon, as representative of the delegation respon- 
sible for the introduction, six months earlier, of the draft 
convention which was now before the conference. In conse- 
quence of developments which had subsequently occurred, 
Sir John expressed the belief that the original British plan 
“would require to be in some respects recast.” ‘The present 
unsettled state of Europe is a fact, and statesmen in drawing 
up their plans have to face facts.” He therefore endorsed 
the proposal for a preliminary period during which Conti- 
nental armies would be reorganized on a militia basis and an 
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adequate system of supervision would be established. This 
preliminary period might last four years. Thereafter, when 
supervision had made it clear that “the undertakings con- 
tained in the convention were being loyally observed,” the 
heavily-armed powers would begin to reduce their arma- 
ments in accordance with a detailed plan, to be provided in 
the convention itself at the time of its signature. This plan 
would have as its objective ‘‘a common list of permitted arms 
which would become the same for all countries, and thus 
the differential position of the powers whose armaments were 
limited by the Peace Treaties would finally cease.’ By this 
procedure Sir John believed that both equality of status and 
a substantial reduction could be achieved within a period of 
eight years. But he insisted that the whole program involved 
this essential point: “that the powers now under restriction 
of the peace treaties should not begin to increase their arma- 
ments forthwith,” except in so far as the transformation of 
the German Reichswehr into a more numerous short-service 
army required a proportional numerical increase in its 
armaments.’* 

Modifications made in the draft of the British statement 
shortly before the meeting of the bureau on October 14 en- 
abled Mr. Davis to say at once that he supported the point of 
view expressed “‘on the important questions of substance” 
submitted to the bureau.'® Guarded approval, accompanied 
by certain reservations, was expressed by the delegates of 
France. But from Berlin came immediate and emphatic rejec- 
tion of the British proposals. 

The Simon statement, though not made in Geneva until 
tr o'clock on the morning of October 14, had been tele- 
phoned in substance to Berlin two hours earlier. There fol- 
lowed a hurried meeting of the German Chancellor with his 
chief advisers. In view of the agreement of the chief powers 
represented at Geneva, that a period of at least several years 


* Department of State Press Release, October 14, 1933. 
* League of Nations, Information Section, No. 6648. 
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must elapse before substantial steps toward practical equality 
could be taken, it was now announced that Germany could 
no longer remain in the Arms Conference or continue as a 
member of the League. A message to this effect was received 
in Geneva by 2 o'clock in the afternoon. It was understood, 
however, that the decision had been made two or three days 
previously and that the German government had merely 
awaited the meeting of the bureau on October 14 in order to 
announce it.’® 

In defense of German policy, Herr Hitler promptly 
turned to the radio in his dual rdle of Chancellor and leader 
of the Nazi party. Germany, he said, had suffered bitter 
disappointment in consequence of the decision of earlier 
governments to enter the League and to participate in the 
work of the Arms Conference. Repeated and studied refusals 
to acknowledge their moral and material equality had humil- 
iated the German people and their government. Since such 
discriminations had continued, Germany had no choice but 
to reject the offer of “second-class rights” and to withdraw 
from the conference and the League. The government pro- 
posed, however, that the German people should have an 
opportunity at the polls “to give expression of their fealty.” 
As for German policy in Europe, Herr Hitler avowed a policy 
of peace. He spoke in conciliatory terms toward France. He 
went so far as to renounce by implication the recovery of 
Alsace-Lorraine. But in all that he said there was no specific 
renunciation of Nazi ambitions in Austria, in Poland, or in 
the Baltic states. 

Though the possibility of a strong German protest against 
the bureau’s decision of October 14 had been foreseen at 
Geneva, few had expected an open break. Plans for the re- 
assembling of the general conference two days later were 
accordingly thrown into confusion. A meeting was held on 
the 16th, as originally planned. It approved a brief reply to 


*Cf. Allen W. Dulles, “Germany and the Crisis in Disarmament,” in 
Foreign Affairs, XII, 260-70, January, 1934. 
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the German government, dispatched in the name of Mr. 
Henderson, which regretted the decision to take “this step at 
the moment when the bureau had just decided to submit to 
the general commission a definite program” and refused to 
accept the reasons given for it as valid. There was nothing to 
be done in the immediate circumstances, however, except 
to provide time in which to take stock of the situation created 
by Germany's action. Accordingly, after a session lasting only 
a half hour, the conference adjourned. 

In view of the questions raised by this swift sequence of 
events, and particularly in the light of statements widely 
made in the Continental press that by supporting the bureau’s 
decision the United States had allied itself with France and 
Britain in “a common political front” against Germany, the 
Administration in Washington took occasion to make its 
policy clear. For this purpose Mr. Davis issued the following 
statement on behalf of his government:?° 


We are in Geneva solely for disarmament purposes. While there 
is a possibility of successfully carrying on disarmament negotiations 
we will gladly continue to do our part. We are not, however, inter- 
ested in the political element or any purely European aspect of the 
picture. We again make it clear that we are in no way politically 
aligned with any European powers. Such unity of purpose as has 
existed has been entirely on world disarmament matters. 

Whether or not conditions are favorable to continuing the present 
disarmament effort is now a question for Europe, not the United 
States, to decide. During this week there will be consultations 
between the capitals of Europe. We do not wish to take an active 
part in these, as the implications are purely political. 

The principles set forth last May by the President in his message 
to heads of states remain the policy of the United States. 


With this statement the American government withdrew 
from active participation in the situation created by Ger- 
many’s withdrawal. The question of what step to take next 
was left for decision to the European governments whose in- 
ability to agree upon political objectives had caused the dead- 


* Department of State Press Release, October 30, 1933. 
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lock at Geneva. Germany favored as a first step direct nego- 
tiations with France. In an interview with a French journalist, 
M. de Brinon, published in Le Matin, Hitler insisted that 
the policy of his government was to avoid war and to settle 
by negotiation differences which might lead in that direction. 
Only the Saar seriously threatened to estrange France and 
Germany. ‘“‘Alsace and Lorraine? I have said often enough 
that we have definitely renounced them to think that I have 
made myself clear on that point.” As for French security: it 
had been proposed to settle this question by means of an 
alliance between France and Britain. Germany would not 
oppose such an alliance, provided it were defensive.” 

In England there was little enthusiasm for a new alliance, 
but a widely shared belief that the proposal for direct negoti- 
ations should be accepted by France, at least in order to as- 
certain fully Germany’s intentions. Mr. MacDonald sug- 
gested that this course be followed when he stated in the 
House of Commons that “parallel and supplementary efforts” 
should be made “by the use of diplomatic machinery.’ 
Concerning Germany, Mr. Baldwin said more directly: “We, 
the French and the Italians must all get into direct touch 
with her and find out where we all are, and see what can 
be done and on what lines we may hope to progress.” 

This was more or less the attitude of Italy, which had 
long favored direct negotiations between the larger powers. 
Italian dissatisfaction with the Arms Conference, and with 
the League itself, was increasing. This was shown when the 
Fascist Grand Council, meeting early in December, decided 
to make Italy's “further participation in the League de- 
pendent on radical changes in that organization, to be 
brought about within the shortest possible time.’** The 
changes desired were described by the Italian press as includ- 


"Te Matin, November 22, 1933. 

* Parliamentary Debates. House of Commons, CCLXXXIII, 24, Novem- 
ber 21, 1933. 

8 Tbid., 651, November 27, 1933. 

* New York Times, December 6, 1933. 
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ing increased authority for the great powers and complete 
separation of the League Covenant and the Treaty of Ver- 
sailles. The latter proposal was of course interpreted as a 
revival of Italy's efforts earlier in the year to facilitate the 
revision of existing boundaries in Europe.” 

With Italy thus inclined to draw away from the League, 
Germany refusing to return to Geneva, and Britain advising 
an experiment with direct negotiations, the French govern- 
ment was under strong pressure to forego its insistence that 
armaments be dealt with only through the League and to 
accept the German invitation. This pressure was increased 
by the fact that Poland, a strong ally of France, had con- 
sented to a direct exchange of views with Germany regard- 
ing the questions at issue between the two countries.”* In 
these circumstances, the French government began cautiously 
to explore new ground. On November 25 an interview last- 
ing two hours took place in Berlin between Hitler and the 
French Ambassador to Germany, M. Frangois-Poncet. While 
this interview was described in French circles as merely rou- 
tine procedure, it was generally regarded in Europe as hav- 
ing greater significance. Further conversations were held dur- 
ing the next few weeks. They had reached no conclusion 
when the year ended, but it was evident that the problems 
of French security and German equality were being subjected 
to fresh examination. 

The Arms Conference was still alive when the vear ended, 
but all power to control the course of events had departed 
from it. 


* Cf. Chapter III. 
* New York Times, November 17, 1933. 
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CHAPTER FOURTEEN 


THE FAR EAST AND RUSSIA 


WHILE the chief powers of Continental Europe were thus 
deadlocked over armaments, a truce was concluded between 
the two chief nations in the Far East. This truce was not a 
definitive settlement of the Manchurian dispute. It was a tacit 
admission by the Chinese authorities of their inability either 
to resist Japan’s superior force or to invoke the active inter- 
ference of the Western nations. 

In an earlier chapter we have noted Japan’s withdrawal 
from the League of Nations.’ A brief summary will 
bridge the gap between that event and the suspension of 
hostilities. 

Notice of Japan’s withdrawal had been followed by more 
intensive military operations on the part of Japanese com- 
manders in Manchuria. Their superior equipment, which in- 
cluded tanks, bombing planes, and heavy artillery, enabled 
them easily to scatter the poorly armed Chinese troops. Dur- 
ing April, Japanese and Manchurian forces crossed the Great 
Wall at several places and invaded China proper. Their en- 
trance into territory served by the Mukden-Peiping Railway 
brought the fighting closer home to the American and to 
several European governments; for under the Boxer treaties 
the United States and the chief European powers main- 
tained military detachments in this area, and British com- 
panies operated important mining properties in the vicinity 
of Chinwangtao. 


* Cf. Chapter II. 
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1. The Truce of Tangku 


During May the Japanese launched a new drive in the 
direction of Peiping and Tientsin, where there were large 
foreign populations as well as American and European 
troops. From the point of view of the Western nations, the 
situation became still more serious. It was desperate for the 
Chinese commanders. They faced the certain capture of these 
cities, with the consequent loss by their government of rev- 
enue and political prestige. In these circumstances they had 
no alternative but to accept the terms of a truce offered them 
by the Japanese. An agreement was signed on May 31 at 
Tangku, a village near Tientsin. After twenty months of 
fighting, the state of undeclared war was ended. 

The truce provided for the creation of a demilitarized 
zone south of the Great Wall. Chinese troops were to evac- 
uate this area first. After the Japanese authorities had satisfied 
themselves that the withdrawal was complete, they were to 
move their forces back to the wall.? The Chinese thus 
agreed, in effect, not to attempt to regain any part of Man- 
churia or to come within striking distance of the Japanese 
army of occupation. At the same time the Japanese were 
left free to do as they wished north of the Great Wall. 

Technically, the truce was only an armistice signed by mili- 
tary commanders in the field. But events which followed its 
announcement suggested that political agreements had also 
been reached. The Nanking government suddenly displayed 
great zeal in suppressing an anti-Japanese boycott which it 
had previously tolerated in North China. Neutral observers 
on the ground were convinced that an understanding had 
been reached between Nanking and Tokyo which went be- 
yond the terms of the agreement to cease fighting.* 

The Chinese national government had long been troubled 


*For text of this document, cf. Appendix IX. 

*Cf. Wilbur Burton, “Triangle on Manchurian Front,” in Asia, XXXIII, 
464, September, 1933; and “Japan Dominates the Far East,” in Current 
History, XXXIX, 33, October, 1933. 
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by Communist activities and by disaffection in South China, 
centering in Canton. Business men and bankers in Nanking 
and Shanghai, and even the commander-in-chief of the na- 
tional armies, General Chiang Kai-shek, were apparently 
more disturbed over these developments than over Japanese 
operations in Manchuria. They now seemed willing to accept 
the Manchurian situation if, by so doing, they could 
strengthen their position south of the Great Wall. 

All factions in China were not united in this policy. The 
Cantonese did not recognize the truce and continued their 
boycott of Japanese goods. But since Japanese trade with 
Southern China was relatively small, this was not a serious 
problem. A matter of greater moment was the outbreak in 
November of a new rebellion against the Nanking govern- 
ment in the province of Fukien. There was danger here that 
an expensive peace with Japan might be followed by a re- 
newal of civil war. 

During the period when the Japanese were facing a boy- 
cott in China they were making great gains in their trade 
with other countries. In the first half of 1933, when world 
trade was severely depressed, Japanese exports showed a 
gain of 43 per cent over the corresponding period of 1931. 
Exports to Asiatic countries in this period increased 60 per 
cent, exports to the United States and to Europe about 30 
per cent, and exports to South America over 200 per cent. 
Japan enjoyed a competitive advantage not only from low 
wages, modern equipment, centralized organization, and com- 
petent management, but also, during 1933, from sharp de- 
preciation in the foreign exchange value of her currency. 

In India Japanese textiles were threatening an infant indus- 
try and were also rapidly supplanting products of the Lan- 
cashire mills and depriving British manufacturers of a lucra- 
tive market. The government of India sought to check the 
inroads of Japanese competitors by abrogating a commercial 
treaty giving Japan most-favored-nation treatment, and by 
increasing the tariff on non-British cotton piece goods from 
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50 to 75 per cent. Other members of the British Empire, nota- 
bly Australia, the Straits Settlements and some of the African 
colonies, also raised their tariffs. The Japanese threatened to 
retaliate with boycotts on Australian wool and Indian cotton. 
The bitterness engendered by Japanese competition with the 
British in Asia injected another complicating factor into the 
Far Eastern situation and further hampered the maintenance 
of cordial relations between Japan and the Western nations.‘ 


2. The Status of “Manchukuo” 


By the truce of Tangku, Japan acquired full control over 
half a million square miles of territory offering natural re- 
sources, room for colonization, and strategic advantages such 
as she had long desired for the realization of her ambitions. 
But other nations of the world still refused to recognize the 
validity of the Japanese claims to this vast domain. Indeed, 
on June 7, exactly a week after the truce was signed, an Ad- 
visory Committee of the League Assembly submitted a plan 
for applying to ‘““Manchukuo” the principle of non-recog- 
nition which had first been advocated by the United States 
and then adopted by the League. An American representa- 
tive served with this committee. The purpose of the plan was 
to insure uniform action by the various governments so as 
to avoid weakening their common purpose by a gradual yield- 
ing on minor details. 

In order to implement the policy of non-recognition, the 
report recommended that “Manchukuo” should be denied 
Opportunity to participate in international agreements, con- 
ventions, or associations; that its stamps should be held in- 
valid, its passports should not be recognized, and official 
quotations of its currency should be debarred from the ex- 
change markets. Consuls might still be sent to Manchuria, 
but they should be instructed to avoid acts which could be 


*In January, 1934, the tension between Japan and India was eased by an 
agreement restoring the 50 per cent duty on Japanese cotton goods and ad- 
mitting these products under a flexible quota. The quota would expand as 
Japanese purchases of Indian cotton increased. 
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construed as recognition of the “Manchukuo” government. 
For this purpose they should be designated as serving in 
Chinese territory which temporarily was not under the con- 
trol of the national government.® This report was intended 
as a formal notice that, in spite of the truce, the questions 
at issue between China and Japan were by no means defini- 
tively settled. 


3. Japan and Russia 


Soviet Russia was not a member of the League and there- 
fore had not subscribed to the policy of withholding recogni- 
tion from “Manchukuo.” Early in 1933 the Soviet 
government had declined an invitation to codperate with 
the League in dealing with the Manchurian situation.® Yet 
no member of the League except China had so direct an in- 
terest in this matter, and the Soviet government was as un- 
willing as were League members and the United States to 
admit the legitimacy of the gains won by Japanese arms. 
Manchuria had ceased to be a buffer between Russia and 
Japan. The government at Moscow was aware that it faced 
a new problem in the Far East. 

In North Manchuria Russian influence had previously 
been dominant. The chief means of communication in this 
region was the Chinese Eastern Railway, built and owned 
by the Russian government. To the Soviets this line, com- 
pleted under the Czarist régime in 1902, was of great 
strategic importance, since it provided a more direct route to 
Vladivostok than was afforded by the Trans-Siberian Rail- 
way, which lies wholly in Russian territory. The short cut 
through Manchuria reduced the time between European Rus- 
sia and Vladivostok by three days. 

Japan was now in complete control of the region traversed 
by the Chinese Eastern and thus held a commanding posi- 
tion over the Soviet line of communications. Tension soon 


* League of Nations, Official Journal, Special Supplement No. 113, 10-13. 
*Ibid., No. 112, 98. 
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developed over the operation of the railroad. When the 
Japanese entered Manchuria the road’s equipment was com- 
mandeered to move troops. The line was cut several times, 
and regular service was interrupted and impaired.” Russia 
protested against this procedure. The government at Tokyo 
replied that the Japanese officials against whom complaint 
was made were in the service of the “Manchukuo” govern- 
ment, and that Japan was not responsible for their action.’ 
This answer did not satisfy the Soviet government. “Man- 
chukuo”’ officials complained in turn that the Russians had 
moved a large part of the rolling stock of the railway across 
the Siberian border and had held it there. 

This complaint carried an implication that Soviet claims 
to ownership of the road were debatable. In 1924, Russia 
and the Chinese national government had made an agree- 
ment providing for joint management of the railway. China 
had then been granted the right to buy the road from Russia, 
but not with foreign capital—a stipulation presumably aimed 
at Japan. In any event, the road was to revert to China free 
in 1962. The attempt at joint management was unsuccessful, 
and in 1929 almost led to conflict between China and Russia. 

In 1933 the government set up by Japan in Manchuria 
took the position that it had fallen heir to all rights in the 
railroad formerly vested in China. The Soviet government 
protested against this assumption and insisted that China 
had forfeited all claims with the collapse of joint manage- 
ment.® Nevertheless, Russia was aware that since the Japanese 
were in full military control of Manchuria they could make 
the operation of the road both difficult and costly. Soviet 
officials, in fact, accused the Japanese of encouraging banditry 
and other disorders along the road for this very purpose.’® 


7C. C. Wang, “The Sale of the Chinese Eastern Railway,” in Foreign 
Affairs, XII, 57-70, October, 1933. 

® Trans Pacific (Tokyo), April 27, 1933; Geneva, VI, 72, May, 1933. 

* Pacific Affairs, VI, 307, June-July, 1933. 

Cf. Foreign Affairs, XII, 62. 
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It was clear that Moscow would soon have to decide whether 
to dispose of the road on the best terms possible or attempt to 
hold it by military force. 

The Soviets were confronted with so many urgent do- 
mestic problems that they had no inclination to risk a conflict 
in the Far East. Accordingly, they approached Japan in May, 
1933, with an offer to sell the Chinese Eastern. The Japanese 
government, hcwever, thought it “more appropriate that the 
matter should be dealt with by Manchukuo, which has the 
closest interest in the railway,’’* and on June 26 a confer- 
ence was held in Tokyo with Japanese representatives acting 
as intermediaries between the Russian and Manchurian dele- 
gates in order to avoid difficulties over recognition. The 
Russians named a price of 250 million gold rubles; the 
Manchurian representatives countered with an offer of 50 mil- 
lion paper yen, or about a tenth of the Russian figure. They 
also challenged the Soviet claims to full ownership. At the 
same time there were hints in Japanese newspapers of the 
development of new competition with the Chinese Eastern 
by the Japanese-owned South Manchuria Railway, if the 
Soviet Union refused to come to terms.” 

The negotiations dragged on throughout the rest of the 
year. Tension between the two governments increased dur- 
ing the autumn when documents were published in Moscow 
purporting to show that Japanese and Manchurian officials 
had conspired in various ways to loosen the Soviet grip on 
the railroad."* Japan denounced the documents as forgeries. 
But new resentment was aroused at Moscow when the Japa- 
nese government imprisoned a number of important Soviet 
railroad officials for breach of trust or abuse of authority. 
Relations were further strained by a series of disturbances 
between Russians and Japanese in the fishing waters on the 

™ Statement of Count Uchida, quoted in Trans Pacific (Tokyo), June 29, 
1933. 


4 Ibid.; cf. also Contemporary Japan, Il, 202, 366, September, 1933. 
% China Weekly Review (Shanghai), LX VI 357, October 28, 1933. 
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Pacific coast, and by reports of the flight of Japanese bomb- 
ing planes over the Siberian boundary.’* Early in December 
one of the chief Soviet negotiators for the sale of the Chinese 
Eastern was recalled to Moscow, and this was interpreted in 
Tokyo as the virtual abandonment by the Soviet Union of 
its effort to collect what would have been virtually an in- 
demnity for the loss of its foothold in North Manchuria.*® 


Japanese-Soviet relations were still clouded as the year 
ended. 


4. American Recognition of Russia 


While conditions were becoming more troublesome for 
the Soviet government in the Far East, its position, except 
in its relations with Germany, was improving in the West. 
The separatist policy pursued by Japan, culminating in with- 
drawal from the League, stood in marked contrast to the 
work of M. Maxim Litvinoff, the Soviet Commissar for For- 
eign Affairs. During the Disarmament Conference he had 
succeeded in effecting resumption of diplomatic relations 
with China and in negotiating treaties of non-aggression with 
several other powers.*® As world opinion became less favora- 
ble to Japan it tended to veer more and more in favor of 
Russia. 

Friendliness of other nations toward the Soviet Union was 
also increased by the rise of extreme nationalism in Ger- 
many. The suppression of Communism by the Hitler gov- 
ernment destroyed the good understanding which had 
formerly existed between Berlin and Moscow. By the same 
token it fostered collaboration between Moscow and Paris. 
Tangible evidence of this shift in the European alignment 
appeared in the goodwill mission of M. Herriot to Moscow 
in September. In Russian eyes it was no longer France and 

“New York Times, November 10, 1933. 


* New York Herald Tribune, December 8, 1933. 
* Cf. Chapter II. 
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the Versailles system but Germany and National Socialism 
which threatened the success of the Communist program.’* 

M. Litvinoff was a delegate to the World Economic Con- 
ference in London. While there he utilized this more favora- 
ble sentiment in order to improve his country’s international 
relations. He first gave his attention to the settlement of a 
controversy between his government and that of Great 
Britain, growing out of the imprisonment in Moscow of two 
British engineers accused by Soviet officials of sabotage. He 
next negotiated non-aggression treaties with Rumania, Po- 
land, Latvia, Estonia, Lithuania, Turkey, Persia, and 
Afghanistan and took the initial steps toward similar agree- 
ments with Finland, Italy, and China. 

Russia’s non-aggression treaties with her immediate neigh- 
bors in Europe and in Asia were pledges not only of the 
security of her extended frontiers but also of the neutrality 
of these neighbors in case of an attack on Russia by another 
power. They made it possible for the Soviet Union to take 
active measures for the protection of its territory in the Far 
East with less danger of inviting aggression by a hostile 
power on some other frontier. Incidentally, these treaties 
tended to increase the political isolation of Japan. The Soviet 
government had repeatedly invited the Japanese to sign a 
similar treaty, and their persistent refusal had increased 
doubts in Moscow as to Japan’s intentions. 

It was during the World Economic Conference that M. 
Litvinoff conferred with members of the American delega- 
tion. Shortly afterward the American government approved 
a loan of $4,000,000 to American exporters by the Recon- 
struction Finance Corporation to finance Soviet purchases of 
American cotton. A business transaction of this character 
did not involve diplomatic recognition, but by weakening 
some of the opposition in the United States to any dealings 


** Cf. George Soloveytchik, “Moscow's Foreign Relations,” in The Nine- 
teenth Century and After, CXIV, 446-454, October, 1933. 
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whatever with the Soviets it undoubtedly helped to smooth 
the path to recognition. 

Although there had been no authoritative announcement 
of Mr. Roosevelt's policy regarding Russia, it was generally 
believed in the United States that he would seek to resume 
diplomatic relations at the first favorable opportunity. This 
belief had been strengthened when on May 16 he included 
President Kalinin among the heads of fifty-four nations to 
whom he addressed a letter urging the limitation of arma- 
ments.’® It was significant that no letter was sent to other 
governments from which the United States withheld recogni- 
tion.’® The Soviet case differed from theirs. Recognition of 
Russia had been withheld not because of doubts as to the 
stability of its government, or in recent years because of 
doubts as to its legality, but because the Soviet authorities 
had refused to compensate American citizens for property 
confiscated during the revolution of 1917; had declined to 
acknowledge the debts of the Czarist and Kerensky govern- 
ments, and especially because they had at times encouraged 
Communist propaganda in other countries in codperation with 
the Third International.” 

The letter to President Kalinin and the cotton loan were 
regarded in the United States as indications of the direction 
in which the Administration was moving. Confirmation of 
this view was not long delayed. On October 10 Mr. Roose- 
velt addressed a message to President Kalinin indicating 
“the desirability of an effort to end the present abnormal 
relations between the 125 million people in the United States 
and the 160 million people of Russia,” and suggesting that 
he send representatives to Washington in an effort to cor- 
rect this situation.** Mr. Roosevelt candidly admitted that 


“Cf. Chapter V. 

The United States at this time was withholding recognition from El 
Salvador as well as from “Manchukuo.” 

For an outline of Soviet and American relations from 1917 to 1933, 
cf. Appendix VIII. 

™ For text, cf. Appendix VIII. 
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serious difficulties had arisen between the two countries, but 
added his belief that they could be resolved by honest and 
friendly discussion. 

The invitation was promptly accepted. The reply of Presi- 
dent Kalinin suggested that the diplomatic impasse had af- 
fected not merely the United States and the Soviet Union 
but “the general international situation, increasing the ele- 
ment of disquiet, complicating the process of consolidating 
world peace and encouraging the forces tending to disturb 
that peace.” This last phrase was interpreted as a reference 
to the situation in the Far East. 

President Kalinin announced that M. Litvinoff would rep- 
resent his government in the Washington negotiations. The 
Soviet envoy arrived in Washington on November 7. Ne- 
gotiations began immediately and continued until the 16th, 
when the President and M. Litvinoff exchanged letters an- 
nouncing the decision ‘‘to establish normal diplomatic rela- 
tions.’** Ten additional communications bearing the same 
date passed between President Roosevelt and M. Litvinoff. 
They established the following points of agreement: 

1. A pledge of each government not to interfere in the 
other’s internal affairs, and not to permit the formation or 
residence within its jurisdiction of any group aiming at a 
forcible change in the political or social order of the other. 
This agreement was intended to check Communist propa- 
ganda directed from Moscow. 

2. A stipulation that citizens of the United States “should 
enjoy in all respects the same freedom of conscience and 
religious liberty which they enjoy at home.” M. Litvinoff 
promised no special privileges to Americans in this matter, 
but quoted existing Soviet legislation which confirmed the 
privileges desired. 

3. A memorandum promising citizens of the United States 
the same civil rights as those enjoyed by nationals of the 
most favored nation in this respect. 


* For texts, cf. Appendix VIII. 
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4. A clarification by M. Litvinoff of the Soviet attitude 
toward so-called economic espionage. 

5. An agreement that, pending the final settlement of 
claims and counter-claims, the Soviet government would 
make no claims arising from court decisions or official acts 
relating to property or obligations of the former govern- 
ments of Russia or its nationals. 

6. A waiver by the Soviet government of claims arising 
out of the American military expedition to Siberia in 1918. 

The problem of Russia’s indebtedness was left for later 
treatment. The President and M. Litvinoff reported in a joint 
statement that their exchange of views on this question justi- 
fied hope of ‘‘a speedy and satisfactory solution.” Estimates 
of the amount actually owed by Soviet Russia showed a wide 
variation. Advances to the Kerensky government after the 
entrance of the United States into the World War amounted 
to 188 million dollars.2* In addition, Russia floated several 
private loans in the United States between 1915 and 1917, 
and some pre-war bonds of the Czarist government were 
still held by American investors.** The total amount of 
private claims by American citizens was approximately 400 
million dollars.” This included the government bonds, capi- 
tal invested in Russian enterprises before the revolution, and 
losses incident to the civil war. 

The matters on which agreement was reached were mainly 
political, but press comment in the United States showed 
that public interest was centered chiefly on the economic 
results of recognition.”® The foremost question was whether 

*H. G. Moulton and Leo Pasvolsky, War Debts and Prosperity, 431. 

™ The variations in the estimates of the amounts of these issues account 
for the wide discrepancies in the estimates of total indebtedness. Cf. Russian 
Public Finance during the War, 314 (a volume in the series Economic and 
Social History of the World War), and Leo Pasvolsky and H. G. Moulton, 
Russian Debts and Russian Reconstruction, 21. 

* The United States and the Soviet Union, 102, 103. (A report prepared 
— Committee on Russian-American Relations of the American Founda- 


* A digest of press views following announcement of M. Litvinoff's visit ap- 
peared in the New York Times, October 22, 1933. 
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a renewal of relations with the Soviet Union would increase 
the consumption of American goods. An investigation by 
the Agricultural Adjustment Administration indicated po- 
tential Soviet purchases of steel rails, machinery, cotton, and 
live stock to an amount exceeding 500 million dollars, pro- 
vided the necessary credits could be arranged. But this was 
regarded in some quarters as too optimistic.”* 

Comment in Europe and the Far East was naturally more 
concerned with the international aspects of recognition. For 
obvious reasons Germany was not pleased. Chancellor Hit- 
ler had sought to justify his repressive policies at home on 
the ground that he had thereby saved the Western world 
from a Communist menace. American recognition of Russia 
did not lend support to this interpretation. Moreover, Ger- 
many feared a further curtailment of her exports through the 
shifting of Russian orders to the American market.** 

In both Germany and France, press comment associated 
Mr. Roosevelt's overtures with the Far Eastern situation.” 
Chinese newspapers were quoted by foreign correspondents 
in Shanghai as divided between hope that recognition would 
prove to be a stabilizing influence for peace, and fear lest 
a Russo-American understanding carry with it a threat of 
war in which China would serve as the main battlefield. 
Japanese officials professed to see in recognition nothing 
more than the correction of an abnormal situation and to 
regard the effects as more important to Europe than to Asia. 
But the tone of the press was less indifferent.*° 

If there was concern in official circles in Japan over this 
change in American policy a decision made soon afterward 
by the Roosevelt Administration helped to dissipate it. This 
was the decision to withdraw the American fleet to the Atlan- 


* Journal of Commerce (New York), November 17, 1933; New York 
Herald Tribune, November 19, 1933. 

*% New York Times, October 22, 1933. 

"Le Temps, November 18, 1933; Frankfurter Zeitung, November 19, 
1933. 

” New York Herald Tribune, November 19, 22; New York Times, No- 
vember 21, 1933. 
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tic in 1934. Practically the whole naval force of the United 
States had been concentrated in the Pacific since February, 
1932. It had conducted elaborate maneuvers in conjunction 
with the army off Hawaii and the west coast of the main- 
land.** Although the American government denied that these 
operations had any significance beyond the development of 
codrdination between the army and the navy, the presence 
of so large a force in Western waters had troubled Japanese 
military officials. They not only responded with naval 
maneuvers of their own, but on one occasion staged an “air 
raid” over Tokyo. Made to resemble an actual attack as 
closely as possible, it was designed to fire public imagina- 
tion and to win support for a larger military budget. The 
American fleet was withdrawn from Pacific waters largely 
because of considerations of domestic policy. But in view of 
the state of opinion in Japan its withdrawal was clearly de- 
sirable. 


"Cf. The United States in World Affairs, 1932, 212. 
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A useful statistical handbook. 
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An objective treatment of all phases of the subject. 

HouGHToNn, N. D. Policy of the United States and Other Nations with 
Respect to the Recognition of the Russian Soviet Government, 1917-29. 
New York, Carnegie Endowment for International Peace, 1929, 32 p. 
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APPENDIX I 


SUMMARY OF MEASURES PASSED AT EXTRAORDINARY 
SESSION OF CONGRESS, MARCH 9-JUNE 16, 1933 


A. Currency and Finance 


1. Emergency Banking Act, March 9. 

(2) Sound banks to be reopened under license. 

(4) Conservators to be appointed to operate or liquidate other 
banks. 

(c) National banks may issue preferred stock to obtain addi- 
tional capital from RFC. 

(2) Additional Federal Reserve Bank notes, secured by gov- 
ment bonds, permitted. 

2. Inflation amendment to Agricultural Adjustment Act, May 12. 

(2) Provides for purchase of 3,000 million dollars in addi- 
tional government bonds by Federal Reserve Banks, or 

(4) The issue of 3,000 million dollars in inconvertible notes, 
or greenbacks. 

(c) The reduction of the gold content of the dollar by a 
maximum of 50 per cent. 

(¢2) Unlimited coinage of silver at a ratio with gold to be 
determined by the President. 

(e) Acceptance of silver up to 200 million dollars in pay- 
ment of foreign government debts. 

3. Federal Securities Act, May 27. 

(2) Detailed information on new security issues to be filed 
with the Federal Trade Commission and published in 
prospectuses distributed by houses of issue. 

(4) Omissions or misrepresentations of facts give security 
buyers ground for legal action against those connected 
with the issue. 

(c) A corporation of foreign security holders may be estab- 
lished to protect American owners of foreign bonds. 
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4. Repeal of gold-payment clause in bonds by joint resolution, 
June 5. 
5. Glass-Steagall Banking Act, June 16. 
(a2) Commercial banks divorced from security affiliates. 
(4) Investment banking and deposit banking are segregated. 
(c) Insurance of bank deposits to be provided. 
(d) Interest on demand deposits forbidden. 


B. Measures for Economic Recovery 


1. The Economy Act, March 20. 


(a) Reorganization of executive departments of the Federal 
government. 


(b) Reduction of salaries of government employees. 
(c) Reduction in payments to war veterans. 
2. Amendment to National Prohibition Act, March 22. 

(a) Legalizes manufacture and sale of beverages containing 
no more than 3.2 per cent of alcohol by weight and im- 
poses license and excise taxes on producers. 

3. Agricultural Adjustment Act, May 12. 

(a) Creates machinery to advance prices of important farm 
products through acreage reduction and processing taxes. 

(5) Provides method for reducing interest charges on farm 
mortgages. 

4. Tennessee Valley Authority Act, May 18. 

(a) Provides for a public corporation to operate plants at 
Muscle Shoals for the production of electric power and 
fertilizer and for promoting the development of the 
Tennessee Valley. 

5. National Industrial Recovery Act, June 16. 

(2) Individual industries to adopt codperative programs un- 
der ‘‘codes of fair competition,” with partial suspension of 
anti-trust laws for concerns operating under codes. 

(4) Codes to provide high minimum wages, shorter working 
hours, collective bargaining, and the abolition of unfair 
trade practices. 

(c) Advisory boards representing employers, labor and con- 
sumers to be set up for carrying out purposes of the act. 

(2) To increase the demand for labor, $3,300,000,000 is 
appropriated for public works. 

6. Emergency Railroad Transportation Act, June 16. 
(a) Provides for a Federal Coérdinator of Transportation to 
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aa) 


i) 


Ww 


eliminate waste and duplication among competing lines, 
to promote consolidation, and to effect financiai reorgani- 
zation in order to reduce fixed charges. 
. Farm Credit Act, June 16. 

(¢) Consolidates various rural credit agencies under the Farm 
Credit Administration. 

(4) Provides new types of institutions to serve individual 
borrowers and codperative associations. 


C. Emergency Relief Measures 


. Unemployment Relief Act, March 31. 
(a) Authorizes an extensive program of reforestation, flood 
prevention, etc., to increase employment. 
. National Employment Service Act, June 6. 
(a) Authorizes establishment of Federal Employment offices 
and Federal aid to state employment services. 
. Home Owners’ Loan Act, June 13. 
(a) Establishes Home Owners’ Loan Corporation to provide 
emergency relief to home owners threatened with mort- 
gage foreclosure. 
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(2) GOLD RESERVES OF CENTRAL BANKS, 1932-33 


Cin millions of dollars) 


1932 


January... 
February. . 


August... . 
September. ... 
October. . . 
November... . 
December... . 


1933 


January... 
February. . 
March.... 


August.... 
September... . 
October... 
November. 


APPENDIX II 


United States England 
... 4,009 588 
+++ 39947 588 
... 3,986 588 
ss 3,956 588 
+5 Be 608 
+. 3,466 663 
«+: See 670 
io» SD 676 
3,748 678 
3 oe 678 
3,885 678 
4,045 583 
... 4,074 602. 
... 3,808 692 
oe 9,988 836 
+++ 35977 9°5 
-++ 399% 9°7 
-o« 59997 922 
_.s @0oR 925 
++ 4,009 926 
4,011 926 
... 4,011 927 
“s+ OE 928 


Source: Federal Reserve Bulletin. 


(6) PERTINENT SECTIONS OF PRESIDENT ROOSEVELT’S 
EXECUTIVE ORDER SUSPENDING GOLD EXPORTS 


Until further order, no individual, partnership, association, or 
corporation, including any banking institution, shall export or other- 
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France 
2,808 
2,942 
3,012 
3,052 
3,115 
3,218 
3,221 
3,224 
3,241 
3,250 
3,267 
39254 


3,221 
3,176 
3,1§2 
3,170 
3,173 
3,185 
3,213 
3,223 
3,218 
3,176 
3,051 











wise remove or permit to be withdrawn from the United States or 
any place subject to the jurisdiction thereof any gold coin, gold 
bullion, or gold certificates, except in accordance with regulations 
prescribed by or under license issued by the Secretary of the 
Treasury. 

No permission to any banking institution to perform any bank- 
ing functions shall authorize such institution to pay out any gold 
coin, gold bullion or gold certificates except as authorized by the 
Secretary of the Treasury, nor to allow withdrawal of any currency 
for hoarding, nor to engage in any transaction in foreign exchange 
except such as may be undertaken for legitimate and normal busi- 
ness requirements, for reasonable traveling and other personal re- 
quirements, and for the fulfillment of contracts entered into prior 
to March 6, 1933. 

Every Federal Reserve Bank is authorized and instructed to keep 
itself currently informed as to transactions in foreign exchange 
entered into or consummated within its district and shall report to 
the Secretary of the Treasury all transactions in foreign exchange 
which are prohibited. 

FRANKLIN D. ROOSEVELT. 
The White House, 
March 10, 1933 


Source: White House Press Release, March 10, 1933. 


(c) EXECUTIVE ORDER RELATING TO FOREIGN 
EXCHANGE AND THE EARMARKING AND 
EXPORT OF GOLD 


By virtue of the authority vested in me by section 5 (b) of the 
act of October 6, 1917, as amended by section 2 of the act of 
March 9, 1933, entitled “An act to provide relief in the existing 
national emergency in banking, and for other purposes,” in which 
amendatory act Congress declared that a serious emergency exists, 
I, Franklin D. Roosevelt, President of the United States of Amer- 
ica, do declare that said national emergency still continues to exist 
and pursuant to said section and by virtue of all other authority 
vested in me, do hereby issue the following Executive order: 

1. Until further order, the earmarking for foreign account and 
the export of gold coin, gold bullion, or gold certificates from the 
United States or any place subject to the jurisdiction thereof are 
hereby prohibited, except that the Secretary of the Treasury, in 
his discretion and subject to such regulations as he may prescribe, 
may issue licenses authorizing the export of gold coin and bullion 
(a) earmarked or held in trust for a recognized foreign govern- 
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ment or foreign central bank or the Bank for International Settle- 
ments, (b) imported for reéxport or gold in reasonable amounts 
for usual trade requirements of refiners importing gold-bearing ma- 
terials under agreement to export gold, (c) actually required for 
the fulfillment of any contract entered into prior to the date of this 
order, by an applicant who, in obedience to the Executive order of 
April 5, 1933, has delivered gold coin, gold bullion, or gold certifi- 
cates, and (d) with the approval of the President, for transactions 
which he may deem necessary to promote the public interest. 

2. Until further order, the Secretary of the Treasury is authorized, 
through any agency that he may designate, to investigate, regulate, 
or prohibit, under such rules and regulations as he may prescribe, 
by means of licenses or otherwise, any transactions in foreign ex- 
change, transfers of credit from any banking institution within the 
United States or any place subject to the jurisdiction thereof to 
any foreign branch or office of such banking institution or to any 
foreign bank or banker, and the export or withdrawal of currency 
from the United States or any place subject to the jurisdiction of 
the United States, by any individual, partnership, association, or 
corporation within the United States or any place subject to the 
jurisdiction thereof; and the Secretary of the Treasury may require 
any individual, partnership, association or corporation engaged in 
any transaction referred to herein to furnish under oath, complete 
information relative thereto, including the production of any books 
of account, contracts, letters or other papers, in connection there- 
with in the custody or control of such individual, partnership, asso- 
ciation, or corporation either before or after such transaction is 
completed. 

3. The provisions relating to foreign exchange transactions con- 
tained in the Executive order of March 10, 1933, shall remain in 
full force and effect except as amended or supplemented by this 
order and by regulations issued hereunder. 

4. Applicants who have gold coin, gold bullion, or gold certifi- 
cates in their possession, or who, in obedience to the Executive order 
of April 5, 1933, have delivered gold coin, gold bullion, or gold 
certificates shall be entitled to licenses as provided in section 8 of 
said Executive order for amounts not exceeding the equivalent of 
such coin, bullion, or certificates held or delivered. The Secretary 
may, in his discretion, issue or decline to issue any other licenses 
under said Executive order, which shall in all other respects re- 
main in full force and effect. 

5. Whoever willfully violates any provision of this Executive 
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The White House, 


April 20, 1933 


Source: Documents and Statements pertaining to the Banking Emergency, 
Part Il, April 5—June 5, 1933. 





order or of any rule, regulation, or license issued thereunder may 
be fined not more than $10,000, or, if a natural person, may be 
imprisoned for not more than ten years, or both; and any officer, 
director, or agent of any corporation who knowingly participates 
in any such violation may be punished by a like fine, imprisonment, 
or both. 
This order may be modified or revoked at any time. 
FRANKLIN D. ROOSEVELT. 


(¢@) UNITED STATES GOVERNMENT DEBT 


(In millions of dollars) 


End of Month Interest- 


1932 bearing 
| eT ewe 17,515 
ee 17,820 
Rare 18,190 
Serre 18,287 
SS ey Per 18,729 
ERE ere 19,161 
RE re 19,297 
ee 
September.......... 20,296 
PET ee 20,485 
November.......... 20,476 
December.......... 20,448 

1933 
are 20,454 
I ike hex 3 awa 20,584 
TT Or 20,992 
Cs <5 itn. eads 21,087 
NSA < ihe ueuedan 21,469 
Ce 22,158 
CS kaha amine a 22,240 
ere: 22,723 
September.......... 22,672 
PTET ee 22,669 





Non-interest- 
bearing 
301 
306 
317 
310 
308 
326 
315 
309 
315 
328 
331 
357 


348 
351 
370 
354 
384 
381 
370 
376 
379 
381 
373 


Total 
debt 


17,816 
18,126 
18,507 
18,597 
19,037 
19,487 
19,612 
20,067 
20,611 
20,813 
20,807 
20,805 


20,802 
20,935 
21,362 
21,441 
21,853 
22,539 
22,610 
23,099 
23,051 
23,050 
235534 





(e) THE GOLD-PAYMENT CLAUSE IN BONDS 


The suspension of all gold payments by the United States gov- 
ernment brought into question the validity of the clause in many 
bond contracts calling for the payment of interest and principal in 
gold. A test case in New York resulted in a ruling on May 24, 
1933, by Justice Ingraham of the State Supreme Court that bonds 
of this character might be redeemed in currency, even though the 
contract called for payment in gold “notwithstanding any laws 
which may now or hereafter make anything else legal tender for the 
payment of debts.” 

The court, in rendering its decision, stated that it was following 
the opinion of a British court in a similar case. This was the case 
of Feist v. Société Intercommunale Belge d’Electricité, involving a 
gold clause in bonds floated in London by a Belgian company. The 
case was heard first before the Chancery Division of the English 
High Court of Justice, then before the Court of Appeal, and finally 
before the House of Lords. The lower courts decided that the com- 
pany was entitled to discharge its indebtedness by offering what- 
ever might be good legal tender at the date of payment, regardless 
of the gold-payment clause. On this point the Master of the Rolls, 
delivering an opinion for the Court of Appeal, on March 17, 1933, 
said: 


The law has withdrawn gold from circulation, and imposes the burden 
on any holders of gold coins that they might be called in at their nominal 
value, and not at their bullion value. That law also directs that a liability 
to pay any money should be satisfied according to the coins which are current 
and legal tender. Gold coins are not now available, and in their place, and 
representing sterling, are notes of the Bank of England. 


On December 15, 1933, the House of Lords reversed the de- 
cision of the courts below, which had guided the earlier ruling of the 
court in New York, and ruled that the company was obliged to pay in 
sterling a sum equal to the value of the interest and principal if paid 
in gold. Lord Russell of Killowen, in giving judgment, said: “It is 
obvious that this decision (of the lower courts) deprives of all effect 
the words which occur in clauses 1 and 2 of the bond—namely, ‘in 
gold coin of the United Kingdom of or equal to the standard of 
weight and fineness existing on September 1, 1928.’ These words 
need, in that view, never have been inserted at all.” 

The fact that, because of the previous suspension of gold coinage, 
payment could not be made literally in gold coin on the date of 
issue of the bonds, did not mean that the gold clause should be 
ignored altogether. According to this high authority, those special 
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words must have been inserted for some special purpose, and they 
were clearly intended to refer not to the mode of payment but to 
the measure of the company’s obligation. Therefore the holder of 
the bond was entitled to receive “from time to time by way of 
ptincipal and interest thereunder and on the due dates of payment 
thereof such a sum in sterling as represents the gold value of the 
nominal amount of each respective payment, such gold value to be 
ascertained in accordance with the standard of weight and fineness 
existing on September 1, 1928... .” 

No case exactly similar to the British case here cited has been 
brought before the Supreme Court of the United States. The nearest 
approach is to be found in the decisions arising out of the Legal 
Tender Acts of 1862 and 1863. In 1868, in the leading case of 
Bronson v. Rodes, 7 Wall (U. S.), 229, the Supreme Court ruled 
that the obligation of a bond stipulating payment ‘‘in gold and sil- 
ver coin, lawful money of the United States,” could not be discharged 
by an offer of inconvertible legal tender notes, which were then much 
depreciated. This decision does not cover the situation created by 
the joint resolution of 1933 pertaining to the gold-payment clause, 
since the Legal Tender Acts did not debar payments in gold or other 
coin or make such payments unlawful. In a later decision in the 
cases of Knox v. Lee and Parker v. Davis, 12 Wall (U. S.), 457, 
the Supreme Court ruled that Congress had full power to impart 
legal-tender quality to its notes, and that all contracts for the pay- 
ment of money are necessarily subject to this power. These cases did 
not directly involve the validity of a “‘gold-payment clause,” but they 
supply a background for a legal approach to this question. 














APPENDIX III 


(2) CUSTOMS TRUCE: RESOLUTION ADOPTED BY THE 
COMMITTEE OF THE COUNCIL FOR THE ORGANI- 
ZATION OF THE CONFERENCE, ON MAY 12, 1933 


The governments of the United Kingdom, Germany, Belgium, 
United States of America, France, Italy, Japan and Norway, rep- 
resented on the Organizing Committee for the Monetary and Eco- 
nomic Conference, convinced that it is essential for the successful 
conclusion of the Conference that the measures of all kinds which 
at the present time misdirect and paralyse international trade be 
not intensified pending an opportunity for the Conference to deal 
effectively with the problems created thereby, recognise the urgency 
of adopting at the beginning of the Conference a tariff truce, the 
provisions of which shall be laid down by common agreement. 

The said governments, being further convinced that immediate 
action is of greater importance, themselves agree, and strongly urge 
all other governments participating in the Conference to agree, that 
they will not, before June 12, nor during the proceedings of the 
Conference, adopt any new initiatives which might increase the 
many varieties of difficulties now arresting international commerce, 
subject to the proviso that they retain the right to withdraw from 
this agreement at any time after July 31, 1933, on giving one 
month’s previous notice to the Conference. 

One of the main motives which brings the governments together 
in Conference is to surmount the obstacles to international trade 
above referred to; the said governments therefore urge all other 
governments represented at the Conference to act in conformity 
with the spirit of this objective. 


List of Accessions to Tariff Truce 


Abyssinia, Afghanistan, Albania, Argentine Republic, Austria, 
Belgium, Bolivia, Brazil, United Kingdom of Great Britain and 
Northern Ireland, Bulgaria, Canada, Chile, China, Cuba, Czecho- 
slovakia, Free City of Danzig, Denmark, Dominican Republic, Ecua- 
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dor, Egypt, Estonia, Finland, France, Germany, Greece, Guatemala, 
Haiti, Hungary, Iceland, India, Iraq, Irish Free State, Italy, Japan, 
Latvia, Lithuania, Luxemburg, Mexico, The Netherlands, New 
Zealand, Nicaragua, Norway, Paraguay, Persia, Peru, Poland, Por- 
tugal, Rumania, Salvador, Siam, Spain, Sweden, Switzerland, Tus- 
key, Union of South Africa, United States of America, Union of 
Soviet Socialist Republics, Uruguay, Venezuela, Yugoslavia. 


Countries Denouncing Tariff Truce 


I ct 40 sendnns s&s November 8, 1933 
Sn e ee November 27, 1933 
RSS ae eee November 25, 1933 
RST ee eee Same November 20, 1933 
EE Ore December 2, 1933 
I ie 2dr sed wad x's nies November 17, 1933 
EE Ree October 12, 1933 
eee November 7, 1933 
I sc iki ie x ant 4 October 27, 1933 
NT icra tinea A ie ele Wt November 10, 1933 
BBO ERAS Pere . December 9, 1933 
Irish Free State.......... August 24, 1933 
MNCs Gs CexawexiaNiwtenss October 27, 1933 
I hee ce cued aie 5 December 6, 1933 
I oh Bi on hu mnie November 14, 1933 
| ee September 4, 1933 
New Zealand............ November 10, 1933 
ES ere November 22, 1933 
Switzerland............. November 11, 1933 


Union of South Africa.... November 24, 1933 


* While technically still acceding to the Truce, has re- 
served the right to take any initiative in tariff matters which 
the interests of the country may require. 


Source: League of Nations, Journal of the Monetary and Economic Con- 
ference, July 28, 1933, 225; League of Nations Publication, Official Nos. 
Cc. L. 277, 207, 2933. IL; C. L. 280, 185, 187, 106, 234,. 237, 228, 220, 
224, 232, 235, 237, 1933. H. B. 


(b) RESOLUTION SUBMITTED BY SENATOR PITTMAN 
TO THE SUBCOMMISSION ON PERMANENT MEAS- 
URES FOR CURRENCY STABILIZATION, WORLD 
MONETARY AND ECONOMIC CONFERENCE, 
JUNE 19, 1933 


Whereas, confusion now exists in the field of international ex- 
change, and 
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Whereas, it is essential to world recovery that an international 
monetary standard should be reéstablished, 

Now, therefore, be it resolved that all the nations participating 
in this Conference agree: 

(a) That it is in the interests of all concerned that stability in 
the international monetary field be attained as quickly as practicable; 

(b) That gold should be reéstablished as the international meas- 
ure of exchange values; 

(c) That the use of gold should be confined to its employment 
as cover for circulation and as a medium of settling international 
balances of payment—this means that gold, either in coin or bullion, 
will be withdrawn from circulation; 

(d) That in order to improve the workings of a future gold 
standard a uniform legal minimum gold cover for the currencies 
of the various countries which shall adopt the gold standard shall 
be established, and that this legal minimum reserve shall be lower 
than the average of the present reserve requirements; 

(e) That the Central Banks of the various nations be requested 
to meet at once in order to consider the adoption of such a uniform 
minimum reserve ratio and that a metal cover of 25 per cent be 
recommended for their consideration, 

And further, 

Whereas, silver constitutes an important medium of both inter- 
national and domestic exchange for a large proportion of the 
world’s population, and 

Whereas, the value of this purchasing medium has been impaired 
by government action in the past, and 

Whereas, it is necessary that the confidence of the East should 
be restored in its purchasing medium, which can only be done if 
the price of silver is restored to equilibrium with commodity price 
levels, 

Now, therefore, be it resolved that: 

(a) An agreement be sought between the chief silver-producing 
countries and those countries which are large holders or users of 
silver to limit arbitrary sales upon the world market; 

(b) That all nations agree to prevent further debasement of 
their subsidiary silver coinages; 

(c) That all the nations agree to remonetize their subsidiary 
coinages up to a fineness of at least 800 when, as and if consistent 
with their respective national budget problems; and 

(d) That it be recommended to the central banks that they agree 
that 80 per cent of their metal cover shall be in gold and 20 per 
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cent shall be optionally in gold or in silver, provided that silver 
is obtainable at or below a price to be agreed upon as corresponding 
to the general commodity price level, and that the governments 
agree to modify their respective laws to this effect. 


Source: Journal of the Monetary and Economic Conference, June 21, 1933. 


(c) RESOLUTION ON TRADE RESTRICTIONS PRESENTED 
BY SECRETARY HULL TO THE MONETARY AND ECO- 
NOMIC CONFERENCE, JUNE 22, 1933 


Whereas, the various nations have been constrained on the one 
hand to impose restrictions upon imports in the nature of tariffs, 
quotas, embargoes, etc., and on the other hand by subsidized ex- 
ports, and 

Whereas, this tendency has resulted in nationalistic action in all 
nations, which, if carried to the logical conclusion, will result in 
almost complete elimination of international trade and return to 
medieval isolation; 

Whereas, it is agreed that this tendency must be arrested if world 
recovery is to be achieved and a decent standard of living is to be 
widely maintained; now, therefore, be it 

Resolved, That all the nations participating in this conference 
agree: 

First—That it is against the common interest for any nation to 
adopt or continue a policy of extreme nationalism and to raise addi- 
tional trade barriers and discriminations; 

Second—That embargoes, import quotas and various other arbi- 
trary restrictions should be removed completely as quickly as possi- 
ble; and 

Third—That tariff barriers should be reduced as quickly as possi- 
ble by reciprocal bilateral agreements or by multilateral agreements 
to the point where trade can once more move in a free and normal 
manner; and 

Fourth—That care should be taken in making bilateral or multi- 
lateral agreements not to introduce discriminatory measures, which, 
while providing an advantage to contracting parties, would react 
disadvantageously upon world trade as a whole. 


(d) PRESIDENT ROOSEVELT’S MESSAGE OF JULY 2, 1933, 
TO SECRETARY HULL AT THE LONDON MONE- 
TARY AND ECONOMIC CONFERENCE 


I would regard it as a catastrophe amounting to a world tragedy if 
the great Conference of Nations, called to bring about a more real 
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and permanent financial stability and a greater prosperity to the 
masses of all nations, should, in advance of any serious effort to 
consider the broader problems, allow itself to be diverted by the 
proposal of a purely artificial and temporary experiment affecting 
the monetary exchange of a few nations only. Such action, such 
diversion, shows a singular lack of proportion and a failure to re- 
member the larger purposes for which the Economic Conference 
originally was called together. 

I do not relish the thought that insistence on such action should 
be made an excuse for the continuance of the basic economic errors 
that underlie so much of the present world-wide depression. 

The world will not long be lulled by the specious fallacy of 
achieving a temporary and probably an artificial stability in foreign 
exchange on the part of a few large countries only. 

The sound internal economic system of a nation is a greater factor 
in its well-being than the price of its currency in changing terms 
of the currencies of other nations. 

It is for this reason that reduced cost of government, adequate 
government income, and ability to service government debts are 
all so important to ultimate stability. So, too, old fetishes of so- 
called international bankers are being replaced by efforts to plan 
national currencies with the objective of giving to those currencies 
a continuing purchasing power which does not greatly vary in terms 
of the commodities and needs of modern civilization. Let me be 
frank in saying that the United States seeks the kind of a dollar 
which a generation hence will have the same purchasing and debt- 
paying power as the dollar we hope to attain in the near future. 
That objective means more to the good of other nations than a 
fixed ratio for a month or two in terms of the pound or franc. 

Our broad purpose is the permanent stabilization of every nation’s 
currency. Gold or gold and silver can well continue to be a metallic 
reserve behind currencies but this is not the time to dissipate gold 
reserves. When the world works out concerted policies in the ma- 
jority of nations to produce balanced budgets and living within 
their means, then we can properly discuss a better distribution of 
the world’s gold and silver supply to act as a reserve base of national 
currencies. Restoration of world trade is an important partner, both 
in the means and in the result. Here also temporary exchange fixing 
is not the true answer. We must rather mitigate existing embargoes 
to make easier the exchange of products which one nation has and 
the other nation has not. 
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The Conference was called to better and perhaps to cure funda- 
mental economic ills. It must not be diverted from that effort. 


Rees aie ate 


Source: Department of State Press Release, July 3, 1933. 


(e) DECLARATION CONCERNING GOLD AND MONE- 
TARY STABILIZATION PROPOSED BY SEVEN NATIONS 
BUT REJECTED BY PRESIDENT ROOSEVELT 


It is agreed that stability in the international monetary field 
: should be obtained as quickly as practicable, and the common in- 
terest of all concerned is recognized ; 

That reéstablishment of gold as a measure of international ex- 
change value should be accomplished with recognition that the time 
at which each of the countries off gold could undertake stabilization 
and the time at which parity is established must be determined by 
the respective governments. 

It is reasserted by governments, the currencies of which are on 
the gold standard, that it is their intent to maintain the free working 
of that standard at current gold parities and in conformity to their 
respective monetary laws, believing that maintenance of existing ' 
gold parities is in the interest of world recovery. 

Governments subscribing to this declaration whose currencies are 
not on the gold standard take note of the above declaration and 
recognize its importance without in any way prejudicing their own 
future ratios to gold, and reiterate that the ultimate objective of 
their currency policy is to bring back an international standard based 
on gold under proper conditions. 

Each government whose currency is not on the gold standard 
agrees to adopt such measures as it may deem most effective to 
limit exchange speculations, and other signatory governments un- 
dertake codperation to the same end. 

Each of the governments signatory hereto agrees to ask its cen- 
tral bank to work together with the central banks of other govern- 
ments which sign this declaration in limiting speculation and, at 
the proper time, reinaugurating an international gold standard. 








APPENDIX IV 


(4) WORLD TRADE—INDICES OF VALUE AND 


VOLUME 
(1929 = 100) 
1928 1929 1930 1931 1932 
Sore Te ee 98 100 81 58 39 
Estimated Volume..... 95 100 93 85 74 
ESTIMATED VOLUME FOR IMPORTANT COUNTRIES 
United States Great Britain Germany France 
Exports Imports Exports Imports Exports Imports Exports Imports 
1928... 97 88 99 95 88 104 99 87 
1929... 100 100 100 100 100 100 100 100 
1930.. 83 84 82 98 95 89 89 107 
1931... 67 76 63 IOI 86 74 76 106 
1932...  §2 60 63 89 59 70 59 89 


The data in these tables show the relative changes in the value 
of world trade over a period of five years and also indicate roughly 
the changes in the volume of this trade during the same period. 
The indices of estimated volume are obtained by adjusting the sta- 
tistics of value to changes in prices. As the indices for different 
countries are based on somewhat dissimilar data, they are not closely 
comparable but are useful for designating general trends. 


Sources: League of Nations, Survey of World Trade, 1932, 18-44; United 
States Department of Commerce, Foreign Trade of the United States, Calen- 
dar Year 1932 (Trade Promotion Series, No. 151). 
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UNITED STATES 


(In millions of dollars) 


Change from 

1929 1933 
—69.2% 121 
—65.0 102 
—68 .3 108 
— 68.2 105 
—65.7 114 
—70.9 120 
“Tard 144 
—71.3 131 
—67.2 160 
—71.0 194 
— 68.3 184 
—63.1% 96 
—64.2 84 
—65.8 95 
—69.1 88 
—72.0 107 
— 68.8 122 
~77.6 143 
“~73°3 155 
—72.0 147 
—73.1 151 
— 66.2 128 


(4) TREND OF FOREIGN TRADE OF THE 


1929 
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—70. 
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— 64. 
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— 63. 
—58. 
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Source: Monthly Summary of Foreign Commerce of the United States. 
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1932 
—19.3% 
wa 

—30.3 

—22. 
—I3. 
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+34. 
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+26.8 
+32.4 
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—29.4% 
“33-9 
—27.4 
30-7 
— 4-4 
+10.9 
+81.0 
+70.3 
+50.0 
+43.8 
$23.2 





APPENDIX V 


(a2) MESSAGE OF PRESIDENT ROOSEVELT TO THE HEADS 
OF THE NATIONS PARTICIPATING IN THE DIS- 
ARMAMENT CONFERENCE AND THE MONE- 
TARY AND ECONOMIC CONFERENCE, 

MAY 16, 1933 


A profound hope of the people of my country impels me, as the 
head of their government, to address you and, through you, the 
people of your nation. This hope is that peace may be assured 
through practical measures of disarmament and that all of us may 
carry to victory our common struggle against economic chaos. 

To these ends the nations have called two great world confer- 
ences. The happiness, the prosperity, and the very lives of the men, 
women and children who inhabit the whole world are bound up 
in the decisions which their governments will make in the near 
future. The improvement of social conditions, the preservation of 
individual human rights, and the furtherance of social justice are 
dependent upon these decisions. 

The World Economic Conference will meet soon and must come 
to its conclusions quickly. The world can not await deliberations 
long drawn out. The Conference must establish order in place of 
the present chaos by a stabilization of currencies, by freeing the 
flow of world trade, and by international action to raise price levels. 
It must, in short, supplement individual domestic programs for 
economic recovery, by wise and considered international action. 

The Disarmament Conference has labored for more than a year 
and, as yet, has been unable to reach satisfactory conclusions. Con- 
fused purposes still clash dangerously. Our duty lies in the direc- 
tion of bringing practical results through concerted action based 
upon the greatest good to the greatest number. Before the impera- 
tive call of this great duty, petty obstacles must be swept away and 
petty aims forgotten. A selfish victory is always destined to be an 
ultimate defeat. The furtherance of durable peace for our genera- 
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tion in every part of the world is the only goal worthy of our best 
efforts. 

If we ask what are the reasons for armaments, which, in spite 
of the lessons and tragedies of the World War, are today a greater 
burden on the peoples of the earth than ever before, it becomes 
clear that they are twofold: First, the desire, disclosed or hidden, 
on the part of governments to enlarge their territories at the expense 
of a sister nation. I believe that only a small minority of govern- 
ments or of peoples harbor such a purpose. Second, the fear of 
nations that they will be invaded. I believe that the overwhelming 
majority of peoples feel obliged to retain excessive armaments be- 
cause they fear some act of aggression against them and not because 
they themselves seek to be aggressors. 

There is justification for this fear. Modern weapons of offense 
are vastly stronger than modern weapons of defense. Frontier forts, 
trenches, wire entanglements, coast defenses—in a word, fixed for- 
tifications—are no longer impregnable to the attack of war planes, 
heavy mobile artillery, land battleships called tanks, and poison gas. 

If all nations will agree wholly to eliminate from possession and 
use the weapons which make possible a successful attack, defenses 
automatically will become impregnable, and the frontiers and inde- 
pendence of every nation will become secure. 

The ultimate objective of the Disarmament Conference must be 
the complete elimination of all offensive weapons. The immediate 
objective is a substantial reduction of some of these weapons and 
the elimination of many others. 

This government believes that the program for immediate reduc- 
tion of aggressive weapons, now under discussion at Geneva, is but 
a first step toward our ultimate goal. We do not believe that the 
proposed immediate steps go far enough. Nevertheless this govern- 
ment welcomes the measures now proposed and will exert its influ- 
ence toward the attainment of further successive steps of disarma- 
ment. ; 

Stated in the clearest way, there are three steps to be agreed upon 
in the present discussions: 

First, to take, at once, the first definite step toward this objective, 
as broadly outlined in the MacDonald Plan. 

Second, to agree upon time and procedure for taking the follow- 
ing steps. 

Third, to agree that while the first and the following steps are 
being taken, no nation shall increase its existing armaments over 
and above the limitations of treaty obligations. 
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But the peace of the world must be assured during the whole 
period of disarmament and I, therefore, propose a fourth step con- 
current with and wholly dependent on the faithful fulfillment of 
these three proposals and subject to existing treaty rights: 

That all the nations of the world should enter into a solemn and 
definite pact of non-aggression: That they should solemnly reaffirm 
the obligations they have assumed to limit and reduce their arma- 
ments, and, provided these obligations are faithfully executed by all 
signatory powers, individually agree that they will send no armed 
force of whatsoever nature across their frontiers. 

Common sense points out that if any strong nation refuses to join 
with genuine sincerity in these concerted efforts for political and 
economic peace, the one at Geneva and the other at London, prog- 
ress can be obstructed and ultimately blocked. In such event the 
civilized world, seeking both forms of peace, will know where the 
responsibility for failure lies. I urge that no nation assume such a 
responsibility, and that all the nations joined in these great confer- 
ences translate their professed policies into action. This is the way 
to political and economic peace. 

I trust that your government will join in the fulfillment of these 
hopes. 

FRANKLIN D. ROOSEVELT. 

Source: Department of State Press Release, May 16, 1933. 


(6) CHANCELLOR HITLER’S PRONOUNCEMENT ON 
DISARMAMENT, MAY 17, 1933 


The proposal made by President Roosevelt of which I learned 
last might has... earned the warmest thanks of the German 
government. They are prepared to agree to this method of over- 
coming the international crisis, for they are also of the opinion that 
no permanent economic reconstruction is possible unless the dis- 
armament question is solved. They are prepared to take part un- 
selfishly in this work of bringing order into the political and 
economic conditions of the world. As I stated at the outset, they are 
also convinced that there is today only one great task: to safeguard 
the peace of the world. They also recognize without hesitation the 
justice of the reasons which, among others, account for present- 
day armaments. 

I am obliged to state that the reason for the present armaments 
of France or Poland can under no circumstances be the fear of 
German invasion of those nations, for such fear would be only 
justified by the possession by Germany of modern offensive weapons 
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which are considerably more effective than modern defensive 
weapons. Germany, however, does not possess such modern offen- 
sive weapons at all; she has neither heavy artillery nor tanks nor 
bombing aeroplanes nor poisonous gases. The only nation therefore 
which might justifiably fear invasion is the German nation, which 
not only may not possess offensive weapons but is also restricted in 
its right to defensive weapons and is even forbidden to erect 
frontier fortifications. Germany is at all times prepared to renounce 
offensive weapons if the rest of the world does the same. Germany 
is prepared to agree to any solemn pact of non-aggression because 
she does not think of attacking but only of acquiring security. She 
would welcome the possibility suggested in President Roosevelt's 
magnanimous proposal of bringing the United States into European 
relations as a guarantor of peace. 

The President’s proposal denotes a great pacification for all who 
wish to codperate in the maintenance of honest peace. We have no 
more earnest desire than to contribute to the final healing of the 
wounds caused by the war and the Treaty of Versailles. Germany 
does not wish to take any other path than that recognized as justi- 
fied by the treaties themselves. The German government wishes to 
come to a peaceful agreement with other nations on all difficult 
questions. They know that in any military action in Europe, even if 
completely successful, the sacrifice would be out of all proportion 
to any possible gains. 


Source: English translation prepared in Germany and distributed as a 
pamphlet entitled ‘Understanding Germany,” published by Terramare Office, 
Berlin. 


(c) FINAL TEXT OF THE PROPOSED 
FOUR-POWER TREATY 


Signed at Rome, July 15, 1933 


Agreement of Understanding and Codperation 
Preamble 


The President of the German Reich, the President of the French 
Republic, His Majesty the King of Great Britain, Ireland, and the 
British Dominions beyond the Seas, Emperor of India, and His 
Majesty the King of Italy; 

Conscious of the special responsibilities incumbent on them as 
possessing permanent representation on the Council of the League 
of Nations, where the League itself and its members are concerned, 
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and of the responsibilities resulting from the common signature of 
the Locarno agreements ; 

Convinced that the state of disquiet which obtains throughout the 
world can only be dissipated by reinforcing their solidarity in such 
a way as to strengthen confidence in peace in Europe; 

Faithful to the obligations which they have assumed in virtue of 
the Covenant of the League of Nations, the Locarno Treaties, and 
the Briand-Kellogg Pact, and taking into account the declaration of 
the renunciation of force, the principle of which was proclaimed in 
the declaration signed at Geneva on December 11, 1932, by their 
delegates at the Disarmament Conference and adopted on March 2, 
1933, by the Political Commission of that Conference; 

Anxious to give full effect to all the provisions of the Covenant 
of the League of Nations, while conforming to the methods and 
procedure laid down therein, from which they have no intention of 
departing ; 

Mindful of the rights of every State, which cannot be affected 
without the consent of the interested party; 

Have resolved to conclude an agreement with these objects, and 
have appointed as their plenipotentiaries: 

Who, having exchanged their full powers, found in good and due 
form, have agreed as follows: 


Article 1 


The High Contracting Parties will consult together as regards all 
questions which appertain to them. They undertake to make every 
effort to pursue, within the framework of the League of Nations, 
a policy of effective codperation between all Powers with a view 
to the maintenance of peace. 


Article 2 


In respect of the Covenant of the League of Nations, and par- 
ticularly Articles 10, 16, and 19, the High Contracting Parties 
decide to examine between themselves, and without prejudice to 
decisions which can only be taken by the regular organs of the 
League of Nations, all proposals relating to methods and procedure 
calculated to give due effect to these articles. 


Article 3 


The High Contracting Parties undertake to make every effort to 
insure the success of the Disarmament Conference and, should 
questions which particularly concern them remain in suspense on 
the conclusion of that Conference, they reserve the right to re- 
examine these questions between themselves under the present agree- 
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ment with a view to insuring their solution through the appro- 
priate channels. 


Article 4 
The High Contracting Parties affirm their desire to consult to- 
gether as regards all economic questions which have a common 
interest for Europe, and particularly for its economic restoration, 
with a view to seeking a settlement within the framework of the 
League of Nations. 


Article 5 

The present agreement is concluded for a period of 10 years 
from the date of its entry into force. 

If before the end of the eighth year none of the High Con- 
tracting Parties shall have notified to the others its intention to 
terminate the agreement, it shall be regarded as renewed and will 
remain in force indefinitely, each of the High Contracting Parties 
possessing in that event the right to terminate it by a declaration to 
that effect on giving two years’ notice. 


Article 6 


The present agreement, drawn up in English, French, German, 
and Italian, of which the French text prevails in case of divergence, 
shall be ratified and the ratification shall be deposited at Rome as 
soon as possible. The Government of the Kingdom of Italy will 
deliver to each of the High Contracting Parties a certified copy of 
the procés-verbaux of deposit. 

The present agreement will enter into force as soon as all the 
ratifications have been deposited. 

It shall be registered at the League of Nations in conformity 
with the Covenant of the League. 

Done at Rome, the — day of —, 1933, in a single copy, which 
will remain deposited in the archives of the Government of the 
Kingdom of Italy; certified copies will be delivered to each of 
the High Contracting Parties. In faith whereof the above-mentioned 
plenipotentiaries have signed the present agreement. 


(d) THE ARMS EMBARGO RESOLUTION 


I 


MESSAGE OF PRESIDENT HOOVER, JANUARY I0, 1933 
To the Senate and House of Representatives: 
Recent events have emphasized the urgent need of more authority 
to the Executive in control of the shipment of arms from the 
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United States for military purposes. There can be no doubt that 
the control of such shipments to areas of prospective and actual 
international conflict would greatly aid the earnest and unceasing 
efforts which all nations now make to prevent and lessen the dangers 
of such conflicts. 

However, for one nation alone to engage in such prohibitions 
while other nations continue to supply arms is a futility. Moreover 
it would tend to give advantage to one nation over another by 
increasing the war potentialities in manufacture and skill of non- 
codperating nations. 

There is before the Senate an international convention for the 
suppression of international trade in arms and ammunition and 
implements of war signed at Geneva, June 17, 1925, awaiting rati- 
fication. This convention has been adhered to by a large number 
of the other important nations and is practically stopped through 
failure of the United States to adhere to it. Its ratification would 
contribute to the ends being sought by the entire world for the 
prevention and limitation of war. I earnestly urge that this conven- 
tion should be ratified. 

If, however, it is impossible, as seems to be the case, for the 
Senate to now ratify this treaty it is urgent that legislation should 
be passed conferring upon the President authority in his discretion 
to limit or forbid shipment of arms for military purposes in cases 
where special undertakings of codperation can be secured with the 
ptincipal arms-manufacturing nations. 

While such a measure would not accomplish the whole of the 
purpose which the advanced thought in the world requires, it would 
at least enable the Executive in special cases to place the United 
States in line with other nations who are willing to make such 
sacrifices in the prevention of military conflict. 

I therefore urge that this convention should receive ratification of 
the Senate now, or alternatively that legislation to the purpose men- 
tioned should be promptly enacted. 

I attach hereto the views of the Secretary of State upon this 
subject. 

HERBERT Hoover. 


[ 280 } 














II 


JOINT RESOLUTION WHICH PASSED THE SENATE JANUARY 
19, 1933, WITHOUT ROLL-CALL 


A joint resolution (S. J. Res. 229) to prohibit the exportation of 
arms or munitions of war from the United States 
under certain conditions. 


Resolved, etc., That whenever the President finds that in any part 
of the world conditions exist such that the shipment of arms or 
munitions of war from countries which produce these commodities 
may promote or encourage the employment of force in the course 
of a dispute or conflict between nations, and, after securing the 
codperation of such governments as the President deems necessary, 
he makes proclamation thereof, it shall be unlawful to export, or 
sell for export, except under such limitations and exceptions as the 
President prescribes, any arms or munitions of war from any place 
in the United States to such country or countries as he may designate 
until otherwise ordered by the President or by Congress. 

Sec. 2. Whoever exports any arms or munitions of war in viola- 
tion of Section 1 shall, on conviction, be punished by a fine not 


exceeding $10,000 or by imprisonment not exceeding two years, 
or both. 


Ill 
THE RESOLUTION IN CONGRESS 


The same resolution was introduced in the House of Repre- 
sentatives on January 30 by Representative McReynolds and was 
referred to the Committee on Foreign Affairs. It was amended in 
committee by changing “in any part of the world” to “in any Ameri- 
can country,” specifically to prevent the application of the resolution 
to the dispute between China and Japan. The session ended, how- 
ever, before the measure was considered in the House. 

The Roosevelt Administration also advocated an embargo on 
arms shipments. On March 16, Representative McReynolds again 
introduced the resolution which had passed the Senate at the 
previous session. It was reported favorably by the Committee on 
Foreign Affairs on March 28, and on April 17 passed the House 
by a vote of 253 to 19. 

On April 18 the resolution was sent to the Senate and referred 
to the Committee on Foreign Relations. On May 27 the Committee 
amended it by adding the following sentence at the end of the first 
paragraph: 
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“Provided, however, that any prohibition of export, or of sale 
for export, prohibited under this resolution, shall apply impartially 
to all of the parties in the dispute or conflict to which it refers.” 


The resolution that passed the House gave the President authority 
to prohibit arms shipments to an aggressor nation, and this authority 
would permit the United States to join the League of Nations in 
maintaining an arms embargo against an aggressor. The Senate 
committee's amendment would estop the United States from joining 
other nations in such action. There was no further action on the 
measure at this session of Congress. 


Sources: Congressional Record, Seventy-second Congress, Second Session; 
Seventy-third Congress, First Session; Hearings before the Committee on 
Foreign Affairs ....om H. J. Res. 580; Hearings before the Committee 


on Foreign Affairs .... on H. J. Res. 93. 
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APPENDIX VI 


(2) STATEMENT BY SECRETARY HULL ON RELATIONS 
WITH CUBA, SEPTEMBER 11, 1933 


The chief concern of the government of the United States is, as it 
has been, that Cuba solve her own political problems in accordance 
with the desires of the Cuban people themselves. It would seem 
unnecessary to repeat that the government of the United States has 
no interest in behalf of or prejudice against any political group or 
independent organization which is today active in the political life 
of Cuba. In view of its deep and abiding interest in the welfare of 
the Cuban people and the security of the Republic of Cuba, our 
government is prepared to welcome any government representing 
the will of the people of the republic and capable of maintaining 
law and order throughout the island. Such a government would be 
competent to carry out the functions and obligations incumbent 
upon any stable government. This has been the exact attitude of the 
United States government from the beginning. 

This statement has been communicated to Ambassador Welles 
and meets his full approval. 


Source: Department of State Press Release, September 11, 1933. 
(6) THE PLATT AMENDMENT 


On February 27, 1901, the Senate adopted an amendment to an 
appropriation bill, offered by Senator Platt, chairman of the Foreign 
Relations Committee, which authorized the President to ‘leave the 
government and control of the Island of Cuba to its people as soon 
as a government shall have been established in said island under 
a constitution.’” The amendment stipulated that this constitution, or 
an ordinance appended to it, should define the future relations of 
the United States with Cuba substantially as follows: 


I. That the government of Cuba shal! never enter into any treaty or other 
compact with any foreign power or powers which will impair or tend to 
impair the independence of Cuba, nor in any manner authorize or permit 
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any foreign power or powers to obtain by colonization or for military or 
naval purposes or otherwise, lodgment in or control over any portion of 
said island. 

II. That the said government shall not assume or contract any public debt 
to pay the interest upon which, and to make reasonable sinking fund pro- 
vision for the ultimate discharge of which the ordinary revenues of the 
island, after defraying the current expenses of government, shall be inade- 
quate. 

III. That the government of Cuba consents that the United States may 
exercise the right to intervene for the preservation of Cuban independence, 
the maintenance of a government adequate for the protection of life, prop- 
erty, and individual liberty, and for discharging the obligations with respect 
to Cuba imposed by the Treaty of Paris on the United States, now to be 
assumed and undertaken by the government of Cuba. 

IV. That all acts of the United States in Cuba during its military occu- 
pancy thereof are ratified and validated, and all lawful rights acquired 
thereunder shall be maintained and protected. 

V. That the government of Cuba will execute, and, as far as necessary, 
extend, the plans already devised or other plans to be mutually agreed 
upon, for the sanitation of cities of the island, to the end that a recurrence 
of epidemic and infectious diseases may be prevented, thereby assuring pro- 
tection to the people and commerce of Cuba, as well as to the commerce of 
the southern ports of the United States and the people residing therein. 

VI. That the Isle of Pines shall be omitted from the proposed constitu- 
tional boundaries of Cuba, the title thereto being left to future adjustment 
by treaty. 

VII. That to enable the United States to maintain the independence of 
Cuba, and to protect the people thereof, as well as for its own defense, the 
government of Cuba will sell or lease to the United States lands necessary 
for coaling or naval stations at certain specified points, to be agreed upon 
with the President of the United States. 

VIII. That by way of further assurance the government of Cuba will 


embody the foregoing provisions in a permanent treaty with the United 
States. 


Source: Malloy: Treaties between the United States of America and Other 
Countries, 1776-1909, I, 362-3. 


(c) FOREIGN TRADE OF CUBA 


Cn millions of dollars) 


Year Exports Imports 
ere eee 235.5 140.9 
eee 320.7 216. 

See eee 355-9 256.1 
er 407 .3 294.6 
ae 573 - 356.6 
BN rete nne.xss 794. 557: 

ee 278.1 354.4 
eer 325.5 180.3 
































FOREIGN TRADE OF CuBA (Continued) 


Cn millions of dollars) 


Year Exports Imports 

ey re 421.1 268.9 
eer 434.9 289.8 
ae 354. 2.97.3 
SAP 301.7 260.8 
A re 322.7 257.4 
eee 278.1 212.8 
ee 272.4 216.2 
0 eer 167.4 162.5 
cake shanks 118.9 80.1 
Re age 78. 60. 


Source: Commerce Yearbook, 1932, Il. 
(a) TRADE OF THE UNITED STATES WITH CUBA 


Cn millions of dollars) 


Exports to Imports from 

Year Cuba Cuba 
re 95-7 197.5 
Se ee 164.6 243.7 
Ee ee 195.8 248.5 
strata aks 227.1 278.6 
i ctatinnates 278.3 418.6 
iicavencens §15.2 721.7 
errs 187.7 230.4 
ee eer 127.9 267.8 
eee 192.4 376.4 
eee 199.8 361.7 
eer 198.7 261.7 
Sere 160.5 250.6 
pees 155-4 256.6 
ee 127.9 202.8 
Re pee 128.9 207.4 
ee 93.6 122. 

RD civwencanes 47. go. 
inctsis ctncexs 28.8 58.3 


Source: Foreign Commerce and Navigation of the United States. 
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APPENDIX VII 


(2) AGREEMENT BETWEEN COLOMBIA AND PERU FOR 
THE SETTLEMENT OF THE LETICIA DISPUTE 


Signed at a Meeting of the Council of the 
League of Nations, May 25, 1933 


1. The governments of the Republic of Colombia and the Re- 
public of Peru accept the recommendations approved by the Council 
of the League of Nations at its meeting on March 18, 1933, under 
the terms of Article 15, paragraph 4, of the Covenant, and declare 
their intention to comply with those recommendations. 

2. The Council shall appoint a Commission which is to be at 
Leticia within a period not exceeding thirty days. The Peruvian 
forces in that territory shall withdraw immediately upon the Com- 
mission’s arrival, and the Commission, in the name of the govern- 
ment of Colombia, shall take charge of the administration of the 
territory evacuated by those forces. 

3. For the purpose of maintaining order in the territory which 
it is to administer, the Commission shall call upon military forces 
of its own selection, and may attach to itself any other elements it 
may deem necessary. 

4. The Commission shall have the right to decide all questions 
relating to the performance of its mandate. The Commission’s term 
of office shall not exceed one year. 

5. The parties shall inform the Advisory Committee of the Coun- 
cil of the League of Nations of the method whereby they propose 
to proceed to the negotiations contemplated in No. 2 of the recom- 
mendations of March 18, 1933, and the Committee shall report to 
the Council accordingly. 

6. The Council of the League of Nations reminds the parties that 
it has declared itself ready to lend its good offices, at the request 
of either party, in case of disagreement as to any point either of 
procedure or of substance which may arise. The Council considers 
that it cannot withhold its attention from developments in the 
dispute. 
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7. The government of the Republic of Colombia will take upon 
itself the expenses involved by the working of the Commission and 
the administration of the territory to which the mandate conferred 
on the Commission relates. 

8. In consequence of the acceptance of the foregoing proposals, 
the governments of Colombia and Peru shall give the necessary 
orders for all acts of hostility to cease on either side and for the 
military forces of each country to remain strictly within its frontiers. 


Source: League of Nations, Official Journal, July, 1933, 944-5. 


(4) STATEMENT BY LEAGUE COMMISSION FOR THE 
ADMINISTRATION OF THE TERRITORY OF LETICIA 


S. S. Mosquera, June 20, 1933. 


The Commission for administering the Territory of Leticia sent 
off on June 19 the following identical message to the Ministers of 
Foreign Relations of Colombia and Peru: 

1. The Commission for administering the Territory of Leticia 
appointed by the League of Nations and consisting of the Commis- 
sioners Colonel Arthur Brown, Captain Alberto de Limos Bastos, 
Captain Francisco Iglesias, Dr. Armando Mencia (Secretary), was 
constituted on June 19, 1933, when it held its first plenary meeting 
at Teffe, Brazil, all its members being present on board the Colom- 
bian steamship Mosquera. 

2. During the first period of its work, the Commission will be 
presided over by Colonel Arthur Brown, of the United States of 
America. 

3. The Commission has adopted a flag which it will use to dis- 
tinguish it. 

4. The characteristics of this flag are a white rectangle with the 
inscription in dark blue: ‘League of Nations Commission, Leticia.” 

5. Once the territory of Leticia has been evacuated, this flag will 
be flown side by side with the Colombian flag. 

6. The Commission has agreed to arrive at Leticia on the morn- 
ing of June 23, 1933, for the purposes of Article 2 of the Agree- 
ment of May 25, 1933, and accordingly requests the governments 
of Colombia and Peru to take the necessary steps in this connection. 


(Signed) ARTHUR BROWN, 
President of the Commission. 


Source: League of Nations, Official Journal, July, 1933, 977. 
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APPENDIX VIII 


(2) SUMMARY OF POST-WAR RELATIONS BETWEEN 
THE UNITED STATES AND SOVIET RUSSIA 


1919 

February. President Wilson sends William C. Bullitt to Russia as 
his special agent. 

March. Ludwig Martens, representative of Soviet government, 
forwards credentials to Department of State, but fails to obtain 
recognition. United States government still maintains relations with 
Boris Bakhmeteff, Ambassador under the Czarist régime. 

June. United States troops withdrawn from Northern Russia. 


1920 

April. United States troops withdrawn from Siberia. 

July. Department of State announces that trade with Russia is 
permissible, but that those trading do so at their own risk. 

August. Secretary Colby outlines United States policy of non- 
recognition, declaring that Russia is “helpless in the grip of a non- 
representative government, whose only sanction is brute force.” 


1921 


March. Secretary Hughes, in announcing the Russian policy of 
the Harding Administration, declares that he is unable to see ‘any 
proper basis for considering trade relations.” 


1922 


June. Department of State discontinues recognition of M. 
Bakhmeteff as Ambassador. 


1923 
March. Secretary Hughes enumerates conditions precedent to rec- 
ognition of Russia: (1) the cessation of subversive propaganda in 
the United States; (2) settlement of the debt owed to the United 
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States government; (3) settlement of the claims of American citi- 
zens and corporations deprived of their property in Russia. 


1924 
February. Amtorg Trading Corporation chartered in New York 
to act as a selling and purchasing agent for the Soviet government, 
which has a monopoly of Russian foreign trade. 


1927 
November. The Department of State announces that the United 
States government will not object to long-term credits to Russia if 
they are made specifically for a sale of American goods and do not 
involve sales of securities to the public. 


1928 


August. Soviet government announces its adherence to the Pact 
of Paris, officially promulgated by the United States. 


1929 
December. Secretary Stimson, though not recognizing Russia, in- 
vokes Pact of Paris in dispute between Russia and China. 


1930 
June. Hawley-Smoot Tariff Act strikes at Russian trade by pro- 
hibiting importation of the products of forced or indentured labor. 


1931 

February. Embargo laid on pulpwood and lumber from certain dis- 
tricts in Russia. 

March. Many bills aimed at embargoes on Russian products in- 
troduced in Congress, on ground that the government is dumping 
them in the United States. 

July. Federal Farm Board refuses to sell cotton to the Amtorg 
Trading Corporation. 


1932 

June-July. M. Litvinoff, Soviet delegate to the Disarmament Con- 
ference, champions President Hoover's proposal for a reduction of 
armaments by one-third, but finally votes against it after amend- 
ments make it unacceptable. 


1933 
(See “Russia” under Chronology, Appendix X.) 
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(6) NOTES EXCHANGED BETWEEN PRESIDENTS 
ROOSEVELT AND KALININ 


I 


The White House, 
Washington, October 10, 1933. 
My Dear Mr. President: 

Since the beginning of my administration, I have contemplated 
the desirability of an effort to end the present abnormal relations 
between the hundred and twenty-five million people of the United 
States and the hundred and sixty million people of Russia. 

It is most regrettable that these great peoples, between whom a 
happy tradition of friendship existed for more than a century to 
their mutual advantage, should now be without a practical method 
of communicating directly with each other. 

The difficulties that have created this anomalous situation are 
serious but not, in my opinion, insoluble; and difficulties between 
great nations can be removed only by frank, friendly conversations. 
If you are of similar mind, I should be glad to receive any repre- 
sentatives you may designate to explore with me personally all 
questions outstanding between our countries. 

Participation in such a discussion would, of course, not commit 
either nation to any future course of action, but would indicate a 
sincere desire to reach a satisfactory solution of the problems in- 
volved. It is my hope that such conversations might result in good 
to the people of both our countries. 

I am, my dear Mr. President, 

Very sincerely yours, 
FRANKLIN D. ROOSEVELT. 


Mr. Mikhail Kalinin, 
President of the All Union Central Executive Committee, 
Moscow. 


II 
Moscow, October 17, 1933. 


My Dear Mr. President: 

I have received your message of October tenth. 

I have always considered most abnormal and regrettable a situa- 
tion wherein, during the past sixteen years, two great republics— 
the United States of America and the Union of Soviet Socialist 
Republics—have lacked the usual methods of communication and 
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have been deprived of the benefits which such communication could 
give. I am glad to note that you also reached the same conclusion. 

There is no doubt that difficulties, present or arising, between 
two countries, can be solved only when direct relations exist be- 
tween them; and that, on the other hand, they have no chance for 
solution in the absence of such relations. I shall take the liberty 
further to express the opinion that the abnormal situation, to which 
you correctly refer in your message, has an unfavorable effect not 
only on the interests of the two states concerned, but also on the 
general international situation, increasing the element of disquiet, 
complicating the process of consolidating world peace and encourag- 
ing forces tending to disturb that peace. 

In accordance with the above, I gladly accept your proposal to 
send to the United States a representative of the Soviet government 
to discuss with you the questions of interest to our countries. The 
Soviet government will be represented by Mr. M. M. Litvinoff, 
People’s Commissar for Foreign Affairs, who will come to Wash- 
ington at a time to be mutually agreed upon. 

I am, my dear Mr. President, 

Very sincerely yours, 
MIKHAIL KALININ. 
Mr. Franklin D. Roosevelt, 
President of the United States of America, 
Washington. 


Source: Department of State Press Release, October 20, 1933. 


(c) TEXT OF NOTES EXCHANGED BETWEEN PRESIDENT 
ROOSEVELT AND MAXIM M. LITVINOFF, COMMISSAR 
FOR FOREIGN AFFAIRS OF THE U. S. S. R. 


I 


The White House, 
Washington, November 16, 1933. 
My dear Mr. Litvinov:? 

I am very happy to inform you that as a result of our conversa- 
tions the government of the United States has decided to establish 
normal diplomatic relations with the government of the Union of 
Soviet Socialist Republics and to exchange ambassadors. 


*President Roosevelt always spelled the Soviet envoy’s name as printed 
here. There are precedents for this form, but since the other form is used by 
Mr. Litvinoff himself, we have followed it elsewhere in this volume. 
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I trust that the relations now established between our peoples 
may forever remain normal and friendly, and that our nations hence- 
forth may codperate for their mutual benefit and for the preserva- 
tion of the peace of the world. 

I am, my dear Mr. Litvinov, 

Very sincerely yours, 
FRANKLIN D. ROOSEVELT. 


Mr. Maxim M. Litvinov, 
People’s Commissar for Foreign Affairs, 
Union of Soviet Socialist Republics. 


II 


Washington, 
November 16, 1933. 
My dear Mr. President: 

I am very happy to inform you that the government of the Union 
of Soviet Socialist Republics is glad to establish normal diplomatic 
relations with the government of the United States and to exchange 
ambassadors. 

I, too, share the hope that the relations now established between 
our peoples may forever remain normal and friendly, and that our 
nations henceforth may codperate for their mutual benefit and for 
the preservation of the peace of the world. 

I am, my dear Mr. President, 

Very sincerely yours, 
MAXIM LITVINOFF, 
People’s Commissar for Foreign Affairs, 
Union of Soviet Socialist Republics. 
Mr. Franklin D. Roosevelt, 
President of the United States of America, 
The White House. 


Ill 


Washington, 
November 16, 1933. 


My dear Mr. President: 

I have the honor to inform you that coincident with the estab- 
lishment of diplomatic relations between our two governments it 
will be the fixed policy of the government of the Union of Soviet 
Socialist Republics: 

1. To respect scrupulously the indisputable right of the United 
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States to order its own life within its own jurisdiction in its own 
way and to refrain from interfering in any manner in the internal 
affairs of the United States, its territories or possessions. 

2. To refrain, and to restrain all persons in government service 
and all organizations of the government or under its direct or indi- 
rect control, including organizations in receipt of any financial as- 
sistance from it, from any act overt or covert liable in any way 
whatsoever to injure the tranquillity, prosperity, order, or security 
of the whole or any part of the United States, its territories or pos- 
sessions, and, in particular, from any act tending to incite or en- 
courage armed intervention, or any agitation or propaganda having 
as an aim, the violation of the territorial integrity of the United 
States, its territories or possessions, or the bringing about by force 
of a change in the political or social order of the whole or any part 
of the United States, its territories or possessions. 

3. Not to permit the formation or residence on its territory of 
any organization or group—and to prevent the activity on its terri- 
tory of any organization or group, or of representatives or officials 
of any organization or group—which makes claim to be the gov- 
ernment of, or makes attempt upon the territorial integrity of, the 
United States, its territories or possessions; not to form, subsidize, 
support or permit on its territory military organizations or groups 
having the aims of armed struggle against the United States, its 
territories or possessions, and to prevent any recruiting on behalf 
of such organizations and groups. 

4. Not to permit the formation or residence on its territory of 
any Organization or group—and to prevent the activity on its terri- 
tory of any organization or group, or of representatives or officials 
of any organization or group—which has as an aim the overthrow 
or the preparation for the overthrow of, or the bringing about by 
force of a change in, the political or social order of the whole or 
any part of the United States, its territories or possessions. 

I am, my dear Mr. President, 

Very sincerely yours, 
MAXIM LITVINOFF, 
People’s Commissar for Foreign Affairs, 
Union of Soviet Socialist Republics. 
Mr. Franklin D. Roosevelt, 
President of the United States of America, 
The White House. 


Source: Department of State, Eastern European Series, No. 1. 
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Exports to 


Russia 


$ 19,533,761 
25»458,033 
27,315,137 
26,009,707 
27,956,337 

169,993,904 
470,508,254 
424,510,459 
17,335,518 
82,436,185 
28,727,718 
15,584,038 
29,894,920 
7,617,580 
42,103,713 
68,906,060 
49,905 ,642 
64,921,693 
74,091,235 
85,011,847 
114,398,537 
103,716,832 
12,640,891 
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(2) TRADE BETWEEN THE UNITED STATES 
AND RUSSIA, 1910-32 


Imports from 
Russia 
$13,828,265 
15,899,258 
28,346,870 
24,377,070 
14,569,397 
3,086,595 
8,618,695 
14,514,431 
10,760,007 
9,663,088 
12,480,586 
1,311,623 
963,932 
1,619,397 
8,168,701 
13,236,673 
14,121,992 
12,876,791 
14,024,525 
22,551,434 
24,385,786 
13,206,392 
9:735»411 


Sources: Foreign Commerce and Navigation of the United States; Statisti- 
cal Abstract of the United States. 
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APPENDIX IX 
TRUCE AGREEMENT BETWEEN CHINA AND JAPAN 


Signed at Tangku, May 31, 1933. The English translation was 
prepared by the Chinese delegation to the League of Nations, 
“subject to correction.” 


(i) The Chinese army will withdraw to the west and south of the 
line from Yen-Ching to Chang-Ping, Kao-Li-Yung, Sun-Yi, Tung- 
Chow, Hsiang-Ho, Pao-Ti, Lin-Ting-Kow, Ning-Ho and Lu-Tai, 
and undertakes not to advance beyond that line and to avoid any 
provocation of hostilities. 

(ii) The Japanese army may use aeroplanes or other means to 
verify the carrying-out of the above article. The Chinese authorities 
will afford them protection and facilities for such purpose. 

(iii) The Japanese army, after ascertaining the withdrawal of 
the Chinese army to the line stated in Article i, undertakes not to 
cross the said line and not to continue to attack the Chinese troops, 
and shall entirely withdraw voluntarily to the Great Wall. 

(iv) In the region to the south of the Great Wall and to the 
north and east of the line as defined in Article i, the maintenance 
of peace and order shall be undertaken by the Chinese police 
authorities. 

(v) The present agreement shall come into effect upon its 
signature. 


Source: League of Nations, Official Journal, Special Supplement No. 
113, 9. 
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APPENDIX X 


CHRONOLOGY OF IMPORTANT EVENTS AFFECTING 
AMERICAN FOREIGN RELATIONS, 1933 


ARMS LIMITATION 


February: 

2. General Commission of Disarmament Conference resumes work at 
Geneva. 

2. René Massigli, French delegate, proposes that all armies of Europe be 
reduced to a uniform type with short service and limited effectives. 


March: 

8. Japan notifies League of Nations that she will remain in conference, 
but that modifications in her national defense will be necessary. 

16. Prime Minister MacDonald introduces new disarmament plan to con- 
ference. 

16. British Ambassador asks President Roosevelt's aid for world disarma- 
ment plan introduced by Prime Minister MacDonald at Geneva. President 
Roosevelt confers with French and German Ambassadors, Secretary of State 
Hull and Norman H. Davis on plan. 

19-20. Prime Minister MacDonald and Premier Mussolini confer at Rome 
on security and revision of treaties. 

26. Norman H. Davis tells conference that the United States will en- 
dorse the British plan for a consultative pact provided that it is associated 
with a substantial measure of disarmament. 

27. Conference accepts British draft treaty as a basis for discussion and 
adjourns until April 25. 


April: 
23-26. President Roosevelt, Prime Minister MacDonald and ex-Premier 
Herriot discuss armaments and other problems at White House conference. 
25. Disarmament Conference resumes work. 


May: 

11. Anglo-German and five-power conversations break down at Geneva 
over disagreement on effectives. 

16. President Roosevelt sends message to fifty-four nations pleading for 
practical measures of disarmament. 

17. Chancellor Hitler in speech to Reichstag declares that Germany will 
not rearm if other nations disarm. 

17. Security Committee of Disarmament Conference decides to incorporate 
President Roosevelt's non-aggression definition into its definition of an ag- 
gressor state. 
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20. Premier Mussolini confers with British and French Ambassadors and 
Herr Goering, German Cabinet Minister, in effort to revive four-power pact. 

21. Representatives of France, Germany, Great Britain and Italy agree: to 
accept a modified four-power plan providing for consultation and co- 
operation for peace within the framework of the League. 

22. Norman H. Davis outlines United States policy at Disarmament Con- 
ference. 

27. Disarmament Conference adjourns until October 16. 


30. Principles of the four-power treaty accepted by members of the Little 
Entente at Prague conference. 


June: 


8. Representatives of the United States, France and Great Britain continue 
conversations during recess of conference, adopting the British draft con- 
vention as a basis. 


July: 

15. Four-power pact signed in Rome by Premier Mussolini and Ambassa- 
dors of France, Great Britain and Germany. 
September: 

2. Council of Ambassadors in Paris authorizes Austria to increase her 
frontier army to protect her government from Nazi activities. 

4. Japanese Foreign Minister states that Japan will insist on arms equality 
at the naval conference in 1935. 

26. United States government notifies Great Britain that it cannot delay 
or modify its naval program. 

28. French delegation proposes at preliminary arms discussions that Ger- 
many accept a trial period of four years with armaments limited to their 
present level. Germany requests that she be permitted to use certain sample 
weapons during this period. This request France is unwilling to grant. 
German delegation then leaves for Berlin to confer with its government. 


October: 

14. Germany withdraws from Disarmament Conference and from League 
of Nations. Chancellor Hitler outlines Germany’s position in radio statement 
to world. 

16. General Commission of Disarmament Conference convenes and ad- 
journs until October 26. Norman H. Davis issues statement that United 
States will continue disarmament efforts but will refrain from joining politi- 
cal talks in Europe. 


November: 

12. In a plebiscite 93.4 per cent of German voters approve Chancellor 
Hitler’s policy concerning armaments and the League. 

22. Disarmament Conference postpones meeting until mid-January, 1934. 


December: 

7. France rejects direct conversations with Germany on arms equality and 
Saar demands. 

19. Ten-year peace pact and rearmament proposal from German govern- 
ment submitted to French government through French Ambassador in Berlin. 

26. France again declines direct conversations with Germany on rearma- 
ment proposal. 
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27. France proposes to scrap half of her bombing planes if other nations 
do likewise. 


GOLD AND CURRENCY 


March: 

6. President Roosevelt orders suspension of gold payments. 

8. Federal Reserve Board requests member banks to report names of gold 
hoarders. 

10. President Roosevelt issues an order forbidding the exportation of 
gold except under license from the Secretary of the Treasury. 

April: 

5. President Roosevelt orders the return by May 1 of all gold and gold 
certificates still in circulation under penalty of a heavy fine or imprison- 
ment. 

17. Wheeler bill providing for the free coinage of silver (amendment to 
farm relief bill) is rejected in Senate by a vote of 43 to 33. 

20. The United States definitely leaves the gold standard, as President 
Roosevelt orders complete embargo on gold exports except those earmarked. 

20. Amendment to farm relief bill, introduced by Senator Thomas of 
Oklahoma, gives the President powers to increase the currency and to re- 
value the dollar. 

22. Secretary Hull sends explanatory telegrams to London, Paris, Berlin 
and Rome on suspension of gold standard by the United States. 

May: 

12. President Roosevelt signs Agricultural Adjustment Bill, with Thomas 
inflation amendment. 

26. Representative Steagall introduces joint resolution for repeal of the 
gold clause in all obligations. 

June: 

5. President Roosevelt signs the gold clause repeal resolution. 
July: 

27. United States Treasury rules that gold ore and gold concentrates can 
be exported. 
August: 

29. President Roosevelt modifies in two executive orders the embargo on 
newly mined gold to permit a restricted sale and export at world prices. 
September: 

8. Treasury Department announces first sale of newly mined gold. 


October: 

22. President Roosevelt in radio broadcast announces new policy to raise 
prices by devaluing the dollar through purchases of gold by the Reconstruc- 
tion Finance Corporation. 

25. President Roosevelt issues executive order instructing the Reconstruc- 
tion Finance Corporation to start buying gold mined in the United States. 

29. Decision reached at White House conference to purchase gold in the 
world market. 


December: 
15. Reconstruction Finance Corporation announces that it has made second 
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allocation of its debentures in the amount of 25 million dollars for the 
purpose of buying gold. (Original allotment was 50 million dollars.) 

21. President Roosevelt ratifies London silver agreement by executive 
order which also provides for the purchase of practically all newly mined 
domestic silver, half of which is to be coined and the other half to be 
deposited in the Treasury. 


EUROPEAN POLITICS 


AUSTRIA 
July: 
29. German airplanes drop propaganda leaflets over Salzburg attacking the 
Austrian government. 


August: 

2. British, French and Italian governments decide to take joint action to 
discourage German Nazi aerial demonstrations over Austrian frontier, con- 
tending that such acts violate the spirit of the four-power pact. 

5. British and French embassies at Berlin requested to make oral repre- 
sentations to German government on the subject of Germany’s anti-Austrian 
activities. 

7. German government objects to British and French intervention in 
German-Austrian controversy; declares that four-power pact is not applica- 
ble to dispute. 

9. Italian government communicates to British and French Ambassadors 
Germany’s promise to stop further anti-Austrian activities, 

17. Following renewed German broadcasts attacking the Austrian govern- 
ment, France, Great Britain and Italy consider joint economic action against 
Germany. 

24. Italy grants various concessions to Austria on pledge of Chancellor 
Dollfuss that he will do all in his power to prevent an Austro-German 
union, 

October: 


3. Chancellor Dollfuss shot and slightly wounded by former adherent of 
Austrian Nazi party. 


FRANCE 

January: 

27. Paul-Boncour Cabinet defeated in Chamber of Deputies over budget 
proposals. 

31. Edouard Daladier forms new Cabinet. 
October: 

23. Daladier Cabinet defeated over budget issue. 

26. Albert Sarraut forms new Cabinet. 
November: 

24. Sarraut Cabinet defeated over budget issue. 

26. Camille Chautemps announces the formation of new Cabinet. 


GERMANY 
January: 
28. Chancellor von Schleicher resigns when President von Hindenburg 
refuses to grant him power to dissolve the Reichstag in case of an adverse 
vote being passed against him. 
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30. Adolf Hitler, Nazi leader, appointed German Chancellor; forms new 
Cabinet which includes former Chancellor von Papen as Vice-Chancellor. 


February: 

1. President von Hindenburg dissolves Reichstag when Centrists refuse 
to consent to a one-year parliamentary recess. Date for new elections set for 
March 5. 

3. German government changes electoral law and reduces number of 
“splinter’’ parties. 

27. Reichstag building wrecked by incendiary fire. 


March: 

5. Nazis win 330 seats in German elections, the majority enabling Chan- 
cellor Hitler to carry out his program of drastic reforms. 

21. Department of State requests American embassy in Berlin and principal 
consulates elsewhere to report with regard to acts of anti-Semitism in Germany. 

22. Executive Council of Jewish War Veterans in the United States adopts 
resolution demanding boycott of German goods as a protest against anti- 
Semitism. 

23. German Reichstag abolishes the Weimar Constitution, grants supreme 
power to the Hitler Cabinet to rule for four years, and eliminates the 
President's participation in law making. 

April: 

1. One-day economic boycott against Jews instituted in Germany in re- 
taliation for criticisms in New York, Paris and London. 

7. German Cabinet approves constitutional reorganization which converts 
the country from a federation of states into one centralized state. 


May: 

10. Public burning in Berlin of books considered ‘‘un-German.” 

17. Chancellor Hitler outlines Germany's arms policy and attitude toward 
treaties, as well as the general aims and policies of his government. 
August: 

7. Germany changes Civil Service Act to exclude all ‘‘non-Aryans” from 
government employment. 

October: 


5. Under new national press law Germany decrees that all newspaper men 
are servants of the state. 

10. League Assembly adopts resolution for appointment of High Com- 
missioner for Jewish refugees from Germany; Germany abstains from 
voting. 

13. American Federation of Labor votes for boycott against German goods. 

14. New elections ordered for November 12; only Nazi ticket to be 
eligible; voters to be allowed to vote “yes” or “no” on the government's 
foreign policy. 

19. Germany formally notifies League Secretariat of withdrawal from 
League. 

26. United States accepts League invitation to participate in governing 
board created for Jewish refugees from Germany. 


November: 


12. In election 93.4 per cent of German voters approve Chancellor Hitler's 
foreign policy and withdrawal from Disarmament Conference. 
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RUSSIA 


July: 
2. Reconstruction Finance Corporation authorizes $4,000,000 cotton loan 
to Russia. 


September: 

15. Soviet Russia seeks further $50,000,000 credit from Reconstruction 
Finance Corporation for purchases of American commodities. Credit not 
granted. 


October: 

10. President Roosevelt invites President Kalinin of the Soviet Union to 
send a representative to the United States to discuss recognition. 

17. Maxim M. Litvinoff, Soviet Commissar for Foreign Affairs, is ap- 
pointed by Russian government as delegate to discuss recognition of Russia 
with President Roosevelt. 


November: 

7. Maxim M. Litvinoff, Soviet Commissar for Foreign Affairs, arrives in 
Washington. 

16. President Roosevelt announces the establishment of diplomatic rela- 
tions with Soviet Russia. 


FAR EASTERN AFFAIRS 


January: 

3. Japanese advance into North China and occupy Shanhaikwan after two 
days’ fighting. 

5. Japanese Ambassador to the United States informs Secretary Stimson 
that his government will localize the Shanhaikwan incident and not send 
further troops unless attacked by Chinese. 

16. Secretary Stimson reaffirms the non-recognition policy of his govern- 
ment toward ‘‘Manchukuo.” 

17. President-elect Roosevelt declares that United States policy to uphold 
sanctity of treaties will be continued during his Administration. 

21. League Committee of Nineteen suggests that drastic action be taken 
to settle the Manchurian dispute since all conciliation efforts have failed. 


February: 

6. Committee of Nineteen unanimously decides to recommend non-recog- 
nition of ‘‘Manchukuo” and stricter observance of Pact of Paris, also settle- 
ment of Manchurian dispute on basis of ten points of Lytton Report. 

14. League Committee of Nineteen unanimously approves report con- 
demning Japan. Meeting of Assembly called for February 21 to declare the 
formal ending of all conciliation efforts. 

17. In ten-hour wireless broadcast League reviews Japan’s activities in 
Manchuria and invites the United States and Soviet Russia to join in con- 
ciliation efforts for the settlement of the Manchurian dispute. 

18. ““Manchukuo” government demands the withdrawal of Chinese troops 
from Jehol. 

21. Japanese and their ‘‘Manchukuoan” allies begin advance against 
Chinese in Jehol province. 

24. Japanese delegation leaves the League after the Assembly adopts re- 
port of Committee of Nineteen (Siam abstaining), condemning Japan. 

25. Secretary Stimson, after conference with President-elect Roosevelt and 
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Mr. Cordell Hull, advises League that the United States supports League’s 
views on Far Eastern policy. 
March: 

7. Russia notifies League that she will not codperate with League agencies 
for the settlement of the Chino-Japanese dispute. 

13. United States accepts League invitation to codperate with advisory 
committee. 

14. Hugh R. Wilson, United States Minister to Switzerland, instructed to 
attend meeting of advisory committee at Geneva but not to vote or in any 
way commit his government. 

21. Extraterritoriality agreement between China, the United States, Great 
Britain, France, the Netherlands, Norway and Brazil, extended for three 
years, beginning April 1, 1933. 

April: 

9. Japan starts new offensive against China along Great Wall. 

13. “Manchukuo” government issues thirty-day ultimatum to Russia de- 
manding return of rolling stock of Chinese Eastern Railway. 

17. Soviet government protests to Japanese ambassador in Moscow against 
disregard of Russian rights in Chinese Eastern Railway. 

May: 

3. Japan warns China to stop North China warfare or Japanese troops will 
occupy Tientsin and Peiping. 

5. Japan proposes that a commission composed of representatives of 
Japan, “Manchukuo,” and Soviet Russia should investigate all matters of 
dispute in Manchuria. 

11. Soviet government offers to sell Chinese Eastern Railway to Japan. 

24. Announcement made in Peiping that hostilities between China and 
Japan are suspended on all fronts. 

31. Armistice between China and Japan signed at Tangku. 

31. Japanese government denies responsibility for any unfriendly action 
toward Soviet Russia in Chinese Eastern Railway dispute. 

June: 

4. Reconstruction Finance Corporation agrees to extend 50 million dollar 
credit to China for the purchase of cotton and wheat. 

7. League of Nations advisory committee on Manchuria adopts measures 
to make effective League policy of non-recognition of “Manchukuo.” 

15. “Manchukuo” government warns that nations acting on League of 
Nations’ non-recognition policy will meet with reciprocal restrictions. 

21. Cantonese Political Council, in disapproval of armistice signed be- 
tween China and Japan, orders boycott of ““Manchukuo” exports, in addition 
to the continuation of the anti-Japanese boycott. 

26. Conference held in Tokyo to discuss the sale by Russia of Chinese 
Eastern Railway. 

September: 


29. Soviet Ambassador to Japan protests to Japanese Foreign Minister 
against arrest of six Soviet officials of Chinese Eastern Railway by Japanese 
and ““Manchukuo”’ police. 


November: 


8. United States notifies League of Nations that it concurs in the recom- 
mendations of the Advisory Committee not to recognize “Manchukuo.” 
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20. Fukien Province announces secession from Nanking government. 
25. Serious fighting begins between Fukien secessionist armies and Can- 
tonese troops on a fifty-mile battle front. 


INTERNATIONAL FINANCE 


January: 

23. Province of Buenos Aires suspends payment on its foreign debt. 

26. Canadian government extends embargo against export of gold to 
December 31, 1933. 

28. Neville Chamberlain, British Chancellor of the Exchequer, states that 


his government will not return to the gold standard until assured that it will 
work. 


February: 

1. Hungary extends transfer moratorium to December 22, 1933. 

12. Bank for International Settlements agrees to extend loan to German 
Reichsbank. (Amount now due by the Reichsbank is $86,000,000.) 

17. Standstill Committee, meeting in Berlin, ratifies new agreement pro- 
longing credits for another year. 

26. Argentina puts into effect readjustment plan of debt service on United 
States dollar loan. 

March: 

4. German Reichsbank repays loan to Bank for International Settlements 
granted in June, 1931. Amounts due the Bank of France, Bank of England 
and the Federal Reserve Bank of New York are renewed for three months. 

30. Austrian government declares its inability to fulfill terms of foreign 
creditors’ agreement signed January 10 covering obligations of the Kredit 
Anstalt. 

April: 

10. German Reichsbank repays the Bank of France its share of $17,500,000 
on loan granted jointly with other central banks in June, 1931. 

May: 

12. Germany announces that she will pay interest on certain loans on 
basis of face value of currency instead of in gold. 


une: 

' 9. Germany declares general moratorium, to be effective July 1, on all 
credits granted her before July 1, 1931, until gold reserves reach level of 
stable currency. 

9. German government issues emergency decree requiring debtors on 
foreign account to make their payments to the Reichsbank instead of send- 
ing funds abroad. 

27. Germany agrees upon exemption of long-term credits from a full mora- 
torium and payment of part of interest in foreign exchange. 


July: 

8. Representatives of central banks of the gold-bloc countries meet in 
Paris to discuss plan for the joint defense of the gold currencies. 

19. British Treasury announces plan for the voluntary conversion of the 
51% per cent dollar bonds offered in New York in 1917. 

27. Great Britain and Dominions announce that until stabilization of 
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world currencies on a gold basis, the Empire will base its monetary unit 
on sterling, independent of gold currencies. 

30. Canadian loan of 15 million pounds sterling to be floated in London 
market. 


October: 

18. Argentina prohibits remittance to any country of funds blocked be- 
fore May 1. 

December: 

18. German Reichsbank announces that under terms of new transfer mora- 
torium, in force for the next six months, payments of interest on long and 
medium term debts will be reduced from 50 to 30 per cent, with issue of scrip 
for remainder. 


LATIN AMERICA 


GENERAL 
August: 
24. Salvador Congress adopts resolution rejecting Central American treaty 
of 1923 aimed at discouraging revolutions. 


September: 

6. President Roosevelt confers with representatives of Latin American 
nations on United States policy in Cuba. 

25. Argentine Congress unanimously votes to authorize the government 
to enter the League of Nations. 
October: 

10. Anti-war and other treaties signed by representatives of Argentina, 
Brazil, Chile, Mexico, Paraguay and Uruguay. 
December: 


28. President Roosevelt outlines United States policy of codperation and 
non-intervention in the Western Hemisphere. 


CHACO DISPUTE 
February: 

1. Bolivia and Paraguay accept League of Nations proposal that an In- 
quiry Commission be sent to the Chaco region. 

2. Bolivia notifies Argentina and Chile that she will not consider any 
peace-proposals from the Argentine-Brazil-Chile-Peru group unless they are 
presented in collaboration with the Neutral Commission in Washington. 
March: 

2. League Council approves proposal for an embargo on shipment of arms 
to Bolivia and Paraguay in effort to settle the Chaco dispute. (Plan later 
abandoned. ) 

May: 

8. ABCP powers start new peace moves. Sharp note sent to Bolivia by 
Argentina and Chile following new outbreaks of hostilities. 

10. Paraguay formally declares war on Bolivia. 


11. On appeal of Bolivia, League Council is convoked to consider the 
Chaco dispute. 
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13, 14. Argentina, Brazil, Chile, Uruguay and Peru declare neutrality in 
Chaco dispute. 

18. League Council approves Chaco peace plan and submits it to both 
Bolivia and Paraguay. 
27. Bolivia objects to imposed peace and insists upon negotiated peace. 


June: 

6. Paraguay cables peace proposal to League of Nations, suggesting that 
League provide seaport for Bolivia in order to settle the dispute. 

13. In a letter to members of the League Council, Bolivia asks for direct 
negotiations with Paraguay. 

15. Paraguay accepts League peace plan. Bolivia wishes Paraguay to reduce 
territorial claims before arbitration. 

27. Commission of Neutrals announces withdrawal from any further par- 
ticipation in the settlement of the Chaco dispute, leaving the settlement 
entirely to the League. 


July: 

3. League Council adopts proposals submitted by committee for the set- 
tlement of the dispute. 

12. Paraguay declines to participate in peace negotiations at Geneva until 
hostilities cease in Chaco area. 

14. League committee on Chaco dispute urges belligerents to call a truce. 

18. Bolivia refuses League request to have her troops adopt defensive 
attitude as such a course would be equivalent to a cessation of hostilities, 
giving all advantages to Paraguay. 

19. League Council appoints Commission of Five to investigate the dis- 
pute. 

26. Bolivia and Paraguay request League to transfer peace negotiations to 
ABCP group. This conflicts with former agreement with the League, which 
had already designated a commission to settle the dispute. 


August: 
3. Following request from both Bolivia and Paraguay, League Council 
agrees to have mediation of peace efforts again transferred to ABCP group. 


September: 
30. ABCP representatives at Rio de Janeiro conference decline mandate 
to act as mediators between Bolivia and Paraguay. 


November: 
13. League Chaco Commission arrives in Montevideo. 


December: 

19. Paraguayan and Bolivian delegations at Pan-American Conference 
agree upon armistice in Chaco war until December 31. 

21. Bolivia accuses Paraguay of truce viclation. 

22. Bolivia and Paraguay agree to leave truce violation charge to decision 
of a subcommittee appointed by the League Commission. 

25. Paraguay notifies League Chaco Commission that she will not begin 
peace negotiations until war zone has been evacuated by Bolivia. 

29. Paraguay and Bolivia agree to extend the armistice for seven days. 


CUBA 
April: 
21. Mr. Sumner Welles is appointed United States Ambassador to Cuba, 
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July: 

1. Formal negotiations begin between Cuban government and opposing 
factions, with Ambassador Welles acting as mediator. 

26. President Machado issues decree restoring constitutional guarantees 
in Cuba and signs new amnesty bill. 


August: 

2. United States negotiations with Cuba for a trade treaty deferred until 
political stability is restored. 

7. Rioting follows reports in Havana that President Machado has re- 
signed; troops are called out to establish order. 

9. President Machado declares state of war throughout Cuba. 

11. Cuban army officers demand the resignation of President Machado. 

12. President Machado flees after obtaining “leave of absence’ from Cuban 
Congress. Dr. Carlos Manuel de Céspedes becomes President pro tem. 

13. President Roosevelt sends three destroyers to Cuba to protect Ameri- 
can citizens, 

18. State Department announces that all American vessels have been 
withdrawn from Havana. 

24. Cuban Congress dissolved. Return to 1901 Constitution and abolition 
of Machado’s 1928 ‘‘reforms” decreed by President de Céspedes. 


September: 

4. Cuban troops rise against officers and demand removal of Machado 
supporters. 

5. President de Céspedes is overthrown in new revolt in Cuba; Cabinet of 
five selected by soldiers and sailors is put in his place. United States sends 
four warships to Cuba. 

10. Dr. Grau San Martin sworn in as new President. Appoints Cabinet 
members. 

21. American naval officers in Cuban waters instructed not to take any 
action unless advised by the United States government to do so. 


October: 
2. Imprisoned army officers in the National Hotel in Havana surrender. 


November: 

8. ABC group revolts to restore Dr. de Céspedes to the Presidency. Presi- 
dent Grau declares state of war throughout the island. 

9. ABC revolt quelled in Cuba by loyalist troops. 

23. President Roosevelt recalls Ambassador Welles from Cuba and ap- 
points Jefferson Caffery in his place. 


HAITI 
August: 
7. Agreement signed with Haitian government calls for the withdrawal 
of all United States forces from the island by October 1, 1934, but con- 
tinues American financial administration. 


November: 
16. President Vincent of Haiti urges the withdrawal of United States 
financial administration from the island. 


December: 
2. President Roosevelt replies that legal obligations to bondholders make 
it impossible to withdraw financial administration at the present time. 
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LETICIA DISPUTE 
January: 

7. Colombia and Peru agree to submit Leticia dispute to Brazil for arbi- 
tration. 

23. Colombia invokes Pact of Paris in dispute with Peru over Leticia. 

24. Secretary Stimson consults Pact of Paris signatories on Colombian 
plea that Peru is the aggressor in the dispute. 

25. Secretary Stimson sends note to Peru asking her to yield the Leticia 
territory. 

26. League of Nations sends note to Colombia and Peru in effort to aid 
in the settlement of the dispute. Great Britain and France support peace 
appeal made by the United States. 

30. Secretary Stimson informs Peru that her reply to his peace plea is 
unsatisfactory. 

31. Secretary Stimson sends note to Peru recommending acceptance of 
Brazil's peace proposals for the settlement of the dispute over Leticia. 
February: 

1. Peru accepts two of Brazil’s peace points. 

10. Brazil offers to hold the Leticia settlement for two months while 
Colombia and Peru negotiate for the settlement of the dispute. 

15. Peru severs diplomatic relations with Colombia. 

18. Colombia invokes Article XV of League Covenant against Peru 
March: 

1. League Council meets in extraordinary session to deal with the Leticia 
dispute and proposes that international troops under its authority should 


hold the Leticia territory pending peace negotiations. Colombia accepts; 
Peru asks delay. 


18. League Council unanimously decides to recommend evacuation of 
Leticia by Peruvians and immediate peace negotiations thereafter; Peruvian 
delegate leaves Council table following this decision; Colombian delegate 
accepts report. 

20. Hugh R. Wilson, United States Minister to Switzerland, instructed to 
participate in work of the advisory committee dealing with the dispute but 
not to vote on proposals. 

April: 

12. Peruvian Foreign Minister announces that his government has ac- 
cepted League proposal that the Leticia settlement be held by an interna- 
tional commission pending arbitration of the dispute. 

May: 

10. League committee submits recommendations for the settlement of the 
dispute to representatives of Colombia and Peru. 

25. League Council formally accepts recommendations submitted by its 
committee for the settlement of the dispute. 

25. Colombia and Peru sign agreement with League Council to cease 
immediately all warfare in Leticia region. 

June: 

2. Colonel Arthur Brown, United States Army, appointed Chairman of 
League Commission of three to administer Leticia. 

25. Peru surrenders Leticia to League Commission. 
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October: 
25. Treaty negotiations to end the dispute begin at Rio de Janeiro. 


SEVENTH PAN-AMERICAN CONFERENCE 

December: 

3. Seventh Pan-American Conference opens in Montevideo. 

4. League of Nations presents memorandum to Conference asking that it 
be granted unrestricted leadership as a world peace organization. 

12. Delegates of nineteen republics reach agreement to unite their efforts 
to bring the Chaco war to a close. 

15. Conference unanimously approves Secretary Hull’s declaration on 
tariff policy. 

19. Secretary Hull accepts non-intervention policy recommended by con- 
ference. 

20. President Roosevelt directs American delegation to sign treaty on 
women’s nationality rights after the delegation had at first rejected it. 

24. Conference adopts proposal submitted by Argentina that a conference 
be held at Buenos Aires to settle the Chaco dispute. 

26. Conference adjourns. 


PHILIPPINE ISLANDS 
January: 
13. President Hoover vetoes independence bill; House overrides his veto 
by a vote of 274 to 94. 
17. Senate overrides by a vote of 66 to 26 President Hoover's veto on 
independence bill. 


October: 
12. Philippine Senate rejects independence act after measure has been 


defeated in the House of Representatives by a vote of 55 to 22 on the 
previous day. 


TARIFFS 


UNITED STATES 
January: 

28. United States adopts Costigan resolution, introduced on January 13, 
calling on Tariff Commission and other governmental agencies to supply 
information helpful to incoming administration for reciprocal negotiations 
with other nations. 


June: 
3. Amended National Industrial Recovery bill grants President Roosevelt 
the power to place embargoes on imports. 


July: 

12. President Roosevelt instructs the Department of State to begin ex- 
ploratory studies of the possibilities of negotiating trade agreements with 
various countries, especially with those of Latin America and to ascertain 
the views of these governments. 

December: 


15. Colombia and the United States sign reciprocity convention in Wash- 
ington. 
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TARIFFS IN OTHER COUNTRIES 
January: 

30. British Board of Trade rules that certain classes of Empire goods 
imported into Great Britain must contain a minimum of 50 per cent of 
Empire material and labor to qualify for imperial preference. United States 
branch plants in Canada chiefly affected by this measure. 


August: 

1. French government issues decree imposing a 15 per cent surtax on 
imports from the United States to offset the supposed advantages enjoyed: 
by American exporters from the depreciation of the dollar. 

2. French government agrees to postpone imposition of surtax on Ameri- 
can imports following protests by Washington. 

8. France issues new decree applying maximum tariff rates on various 
products from the United States. 

9. France issues decree adjusting duty rates on United States products, 
thus ending possible discrimination against United States goods. 

10. France publishes decree decreasing duty rates on approximately 70 
American products. 

12. France again puts group of American products on maximum list, thus 
reopening question of discrimination against United States goods. 

16. By decree published August 15 French government restores new 
minimum or intermediary rates on certain American products. 


December: 


21. France agrees to quadruple her apple and pear imports for doubling 
of her wine quota by the United States. 


WAR DEBTS 


January: 

20. President Hoover and President-elect Roosevelt confer on war debts 
and other economic problems. President-elect Roosevelt proposes that the 
Department of State notify Great Britain and other debtor nations to send 
negotiators after March 4. 

24. Secretary Stimson, acting for President-elect Roosevelt, tells Italy, 
Lithuania and Czechoslovakia that they may send negotiators to discuss 
war debts and other economic problems. 

25. Great Britain accepts President-elect Roosevelt's invitation to open 
debt negotiations in March, but suggests that economic problems be left 
for discussion at World Monetary and Economic Conference. 

29. President-elect Roosevelt and the British Ambassador, Sir Ronald 
Lindsay, confer at Warm Springs on war debts and other economic prob- 
lems. 


31. Italy accepts United States invitation to discuss the debt situation 
after March 4. 
February: 


20. President-elect Roosevelt and Sir Ronald Lindsay again confer on 
debt situation. 


21. President-elect Roosevelt confers with Paul Claudel, the French Am- 
bassador, on debt situation and other economic problems. 
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April: 
25. Prime Minister MacDonald discusses debt and other problems with 
President Roosevelt during White House conference. 


May: 
12. Agricultural Adjustment Act authorizes acceptance of war debt pay- 
ments up to 200 million dollars in silver at rate of 50 cents an ounce. 


June: 

13. British government offers partial payment of 10 million dollars in 
silver and asks for an immediate review of the debt. 

15. Finland alone pays war-debt instalment in full; Great Britain, Italy, 
Latvia, Rumania and Czechoslovakia make “token” payments; France, Bel- 
gium, Poland, Hungary, Estonia, Lithuania and Yugoslavia defer payment. 
October: 

10. Anglo-American war debt discussions begin in Washington. 


November: 


7. Great Britain agrees to make another token payment of $7,500,000 on 
December 15, which will be accepted by the United States as evidence of 
good faith. 

December: 

15. Six nations make part payments on war debt installments due and 

five defer payment, Finland again being the only one to pay in full. 


WORLD MONETARY AND ECONOMIC CONFERENCE 


January: 

19. Preparatory Commission unanimously adopts report covering ques- 
tions to be discussed at the general conference. 
April: 

4-5. President Roosevelt proposes that major powers meet in Washing- 
ton for preliminary conference to discuss economic problems; France and 
Great Britain accept invitation. 

15. Eleven nations invited to Washington for preliminary conference. 
Invitation extended later to all nations participating in World Monetary 
and Economic Conference. 

22-30. Representatives of Italy, Germany, Canada, Mexico, Argentina and 
China discuss economic problems with President Roosevelt prior to World 
Economic Conference. 

25. President Roosevelt, ex-Premier Herriot and Prime Minister Mac- 
Donald agree on June 12 as opening date for conference. 

25. Prime Minister Bennett of Canada joins preliminary conference at 
White House. 

26. President Roosevelt and Prime Minister MacDonald issue joint. state- 
ment concerning talks at White House. 

28. President Roosevelt and ex-Premier Herriot issue joint statement on 
general talks at White House. 

29. Norman H. Davis informs Organizing Committee of World Monetary 
and Economic Conference that the American government is prepared te 
propose a tariff truce covering the whole period of the conference. 
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May: 

6. President Roosevelt issues joint statement with Signor Guido Jung, 
Italian Minister of Finance, on economic problems and disarmament. 

10-17. Wheat Conference meets at Geneva to discuss problems prelimi- 
nary to World Conference. 

12. United States, Great Britain, France, Germany, Italy, Japan, Belgium 
and Norway, members of Organizing Committee for the Conference, agree 
on formula for a tariff truce to be in force until July 31, 1933. 

29. Wheat Conference holds adjourned meeting in London. 


31. United States delegation, headed by Secretary of State Cordell Hull, 
sail. for London. 


June: 

12. World Monetary and Economic Conference opens in London. 

13. Conference Bureau decides to set up two general commissions—one 
dealing with monetary and the other with economic problems. 

14. Secretary Hull assails economic nationalism and trade barriers. 

15. Mr. Cox of the American delegation discusses plan for monetary stabili- 
zation. 

15. Secretary of the Treasury Woodin declares that London reports of 
an agreement on currency stabilization are unfounded. 

17. President Roosevelt advises American delegates of his decision not 
to accept the proposals for a temporary stabilization of currencies. 

19. Senator Pittman submits proposal to increase use of silver and en- 
hance price of the metal. 

22. United States delegation attempts to define American position on 
currency stabilization. 

22. Secretary Hull introduces resolution for bilateral or multilateral agree- 
ments to reduce tariffs. 

30. France, Italy, the Netherlands, Switzerland, Belgium, Great Britain 


and Poland sign gold declaration statement which is submitted to President 
Roosevelt. 


July: 

1. President Roosevelt rejects proposal submitted to him on the previous 
day by the gold bloc. 

2. President Roosevelt drafts sharp note rejecting proposals for currency 
stabilization. 

3. Gold-bloc nations issue joint statement on the upholding of the gold 
standard at the present gold parities. 

6. Conference bureau agrees to keep conference in session and requests 
each sub-commission to draw up a list of questions which can be usefully 
studied. 

6. Countries on gold standard agree to continue conference but bar dis- 
cussion of monetary issues except silver. 

14. Subcommission on Permanent Measures adopts three resolutions rec- 
ommending codperation between central banks, the establishment of central 
banks in countries where these do not exist, and the adaptation of such 
banks to the economic conditions of agricultural states. 

19. Subcommission on Permanent Measures adopts resolution to promote 
the remonetization of silver. 


22. Delegates of eight nations (Australia, Canada, China, India, Mexico, 
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Peru, Spain and the United States) chiefly interested in silver sign accord, 
the purpose of which is to raise and stabilize the price of silver. 

26. Supplementary silver agreements fixing details of policy signed by 
the chief silver-producing countries. 

27. British Empire countries issue declaration of monetary and economic 
policy. (See International Finance.) 

27. Conference adjourns sine die. 


August: 


25. Twenty-one nations meeting in London sign agreement to restrict the 
production and export of wheat. 


30. Argentina signs wheat agreement, bringing total signatories to 
twenty-two. 
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Acheson, Dean G., Under Secretary 
of the Treasury, resigns, 210; at 
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ment to, 257 
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Aldrovandi-Marescotti, Luigi, Count, 
196n 

Aloisi, Pompeo, Baron, $5 

American Council of Foreign Bond- 
holders, 221n 

American Federation of Labor, 204, 
300; advocates Philippine inde- 
pendence, 26 
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torium, 221n 
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at London conference, 121; on im- 
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Chang, Hsueh-liang, commander-in- 
chief, Chinese Northern Army, 35 

Chautemps, Camille, Premier of 
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Chiang Kai-shek, General, 235 

Chile, 304, 305; ends tariff war with 
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China, dispute with Japan, 32-40; 
233-235; resumes relations with 
Russia, 35; rebellion in Fukien 
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Chinese Eastern Railway, Japanese 
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posed sale, 237-240, 302 

Chinwangtao, 233 
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Claudel, Paul, French Ambassador, 
confers with President-elect Roose- 
velt on war debts, 12, 309 
Colijn, Hendryk, Prime Minister of 
Holland, at London conference, 
129 
Colombia, United States signs trade 
treaty with, 190-191, 308; declares 
partial moratorium, 221n. See also 
Leticia dispute 
Commission of Experts. See World 
Monetary and Economic Confer- 
ence 
Committee for the Nation, defends 
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211 
Communism, in Far East, 234-235; 
and Soviet-American relations, 241- 
243 
Congress, Seventy-third, First Ses- 
sion, 19; summary of measures 
enacted, 257-259 
Connally, Thomas, Senator, 72 
Consular Committee at Shanghai, 37 
Coolidge, Calvin, xix, xx 
Coughlin, Father Charles E., 212 
Couzens, James, Senator, delegate to 
London conference, 126 
Cox, James M., delegate to London 
conference, 126; president of 
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207. 3E5 

Crowther bill, 23 

Cuba, background of revolution, 172- 
174; overthrow of Machado gov- 
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ognizes de Céspedes régime, 179; 
withholds recognition of Grau San 
Martin régime, 182; plans to aid 
Cuba, 184-186; partial moratorium 
on Cuban debt, 221n; text of Platt 
amendment, 283-284; Secretary 
Hull’s statement on relations with 
Cuba, 283; foreign trade, 284-285; 
trade of United States with, 285; 
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72; chronology of, 298-299 
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of gold standard, 160 


Daladier, Edouard, Premier of France, 
299; on armaments, 63; on four- 
power plan, 64; om monetary sta- 
bilization, 120 

Davis, Norman H., United States 
representative at Disarmament 
Conference, 225, 228; at White 
House conference, 11; confers 
with President-elect Roosevelt on 
armaments, 13; announcement of 
plan for tariff truce, 88, 310; 
statement on consultative pact and 
supervision of disarmament, 92, 
296; elaborates American view of 
consultative pact, 96, 297; ex- 
plains American position at 
Geneva conference, 230 

Dawes Plan, 116, 117, 221 
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Disarmament. See Armaments, limi- 
tation of 

Dollfuss, Engelbert, Austrian Chan- 
cellor, 299 
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Drummond, Sir Eric, Secretary-Gen- 
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Dulles, John Foster, 114n, 117, 224n 
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ish dollar-loan conversion, 164; on 
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Eden, Captain Anthony, British dele- 
gate at Disarmament Conference, 
56 

EI Salvador. See Salvador 
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summary of, 257 
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England. See Great Britain 





Estonia, increases tariff, 22; defers 
payment on war debt installments, 
107, 108, 220 

European politics, chronology of, 
299-301 


Fagalde, General, 196n 

Farmers’ Holiday Association. See 
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Fascist Grand Council. See Italy 
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71, 209n; loan to Reichsbank, 115, 
303 

Federal Reserve Board, 124, 204; 
Advisory Council criticizes United 
States monetary policy, 211 
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on United States gold-purchase 
plan, 208 

Finland, pays war-debt installments 
in full, 107, 108, 111, 220 

Forbes, George William, Premier of 
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ence, 136 
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agrees to tariff truce, 89; extends 
surtaxes on imports from coun- 
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gon; defers war debt payments, 
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changes in gold reserves, 160; 
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208; budget problem, 214; pro- 
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Francois-Poncet, André, French Am- 
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rise of National Socialism, 40; 
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tionalistic demonstrations, 44; anti- 
Semitic outbreaks, 44, 45; 
strengthening of Hitler's position, 
46; foreign policy of National 
Socialists, 47; government accepts 
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moratorium, 113 ff., 221, 303; 
economic conditions, 170-171; re- 
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leaves arms conference and League 
of Nations, 229, 297; new elec- 
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tions, 297, 300; foreign trade, 
272; chronology of political events, 
299-300 

Gibson, Hugh, United States repre- 
sentative at Disarmament Confer- 
ence, 56 
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of, 258 

Goering, Captain Hermann Wil- 
helm, on anti-Semitic outbreaks in 
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views on four-power treaty, 98 
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measures to end hoarding, 68-69, 
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160; gold policy proposed by ster- 
ling bloc, 161 ff. 

Grau San Martin, Ramon, 180, 185n; 
Provisional President of Cuba, 182, 
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Harding, Warren G., x 
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Germany's withdrawal from con- 
ference, 230 
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240 

Hindenburg, Paul von, President of 
Germany, 41, 300 
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Hitler, Adolf, German Chancellor, 
accepts Chancellorship, 41, 300; 
pre-election speeches, 42; address 


to Reichstag, 95-96; pronounce- 
ment on disarmament, 276-277; on 
Germany's withdrawal from arms 
conference and League, 229, 297; 
interview on Franco-German rela- 
tions, 231; confers with French 
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68-69 
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xii, xxiii, 1, 8, 14, 308, 309; in- 
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changes messages on war debts 
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elect Roosevelt, 9-10; on Philip- 
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States gold-purchase plan, 209 
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power treaty revived, 98-100; text 
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in gold reserves, 160; number of 
unemployed, 171; Fascist Grand 
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tions of diplomatic isolation, 35; 
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of production, 170; truce with 
China, 234; friction with India 
over tariffs, 235, 236n; chronol- 
ogy of Far Eastern affairs, 301- 
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Jehol, Japanese conquest of, 32-40 

Jiminez, Colonel Antonio, 179 

Johnson, Hiram, Senator, 104 
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istrator of the National Industrial 
Recovery Administration, 166; de- 
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policy, 212 
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Jones, Jesse Holman, Chairman of 
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Finance, confers with President 
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Kerensky government, 242, 244 
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Philippine independence, 26 


Lamas, Saavedra. See Saavedra 
Lamas, Carlos 
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American states, 192; chronology, 
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debts, 108, 220 
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rency program, 212 
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Manchuria, 38; settles Leticia dis- 
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bring about peace between Bolivia 
and Paraguay, 194-197; Japan 
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withdraws from, 229, 297 

Leipziger Illustrierte Zeitung, quoted, 
94 

Leith-Ross, Sir Frederick, 218 
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194; text of agreement between 
Colombia and Peru, 286; state- 
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Lindsay, Sir Ronald, 309; confers 
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ington, 218 
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Little Entente, plans a stronger or- 
ganization, 52-53; and four-power 
treaty, 64, 99, 100Nn, 297 

Litvinoff, Maxim, Russian Commis- 
sar for Foreign Affairs, announces 
resumption of diplomatic relations 
between China and Russia, 35; 
negotiates non-aggression treaties, 
241; discusses recognition of Rus- 
sia with President Roosevelt, 243; 
concludes negotiations successfully, 
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velt, 291-293 

Livesey, Frederick, 218 

Locarno Treaty, 56, 57, 58, 98, 99, 
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London Naval Treaty, 91 
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Lytton Report, 32, 33, 34, 37, 38, 
301. See also Manchuria 


MacDonald, J. Ramsay, British Prime 
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of armaments, 61, 296; discusses 
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with President Roosevelt, 85, 310; 
discusses security with Premier 
Mussolini, 63-65; refers to war 
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ference, 103; address at closing of 
London conference, 158; statement 
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bargo resolution in House of 
Representatives, 281 
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Cuba, revolt against, 172-177; 
withdrawal of, 178 
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troops from Jehol, 35; Japanese 


occupy Jehol, 36; truce signed at 
Tangku, 234; text of truce, 295; 
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interview with Hitler, 231 
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to League of Nations, 33, 34, 39, 
40 
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Moley, Raymond, 11, 83, 84, 128 
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Monroe Doctrine, 194, 201, 202 
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113-118; 222-224; partial mora- 
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discusses security with Prime 
Minister MacDonald, 63-65, 296; 
revives plan for four-power treaty, 
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Nadolny, Rudolf, German delegate 
to Disarmament Conference, 55, 
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National Association of Manufac- 
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Philippine independence, 26 
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pine independence, 26 
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National Industrial Recovery Act, 
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NRA, 167; criticism of, 204-205; 
summary of, 258 
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xxiii, 124 ff. 
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Germany's creditors to discuss 
transfer problems, 114n; currency 
policy, 120, 159; changes in gold 
reserves, 160 

Neurath, Constantim von, German 
Foreign Minister, 227; on Ger- 
many’s arms equality demand, 93- 
94 

Neutral Commission. See Chaco dis- 
pute 

New Deal, xvi 

New York Herald Tribune, quoted 
on Philippine Independence Act, 
28 

New York Times, quoted on Philip- 
pine Independence Act, 28 

Nicaragua, withdrawal of United 
States marines from, 186; main- 
tenance of financial control, 187 

Nine-Power Treaty, 36, 77 

Norris, George W., Senator, 211 

Norway, agrees to tariff truce, 89 

NRA. See National Industrial Re- 
covery Act 
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Chino-Japanese dispute, 34, 36, 
37; in French arms plan, $4; in 
British formula for security, 56, 
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cepted by Argentina, 199 
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announces adherence to Argentine 
anti-war pact, 199; Argentina ac- 
cepts Pact of Paris, 199; Secretary 
Hull accepts non-intervention 
clause, 200; achievements of con- 
ference, 200-202; chronology, 308 

Papen, Lieutenant-Colonel Franz von, 
40, 300; resigns as Chancellor of 
Germany, 41; visit to Rome, 51; 
speech at Miinster, 94 

Paraguay. See Chaco dispute 

Partida de la Porra, 173 

Paul-Boncour, Joseph, French For- 
eign Minister, on Chino-Japanese 





dispute, 34; on Germany's demand 
for arms equality, 94 

Peru. See Leticia dispute 

Philippine Islands, 308; movement 
for independence, 25-28; Philip- 
pine Congress rejects act, 29 

Phillips, William, Under Secretary 
of State, 111 

Pittman, Key, Senator, delegate to 
London conference, 126, 139, 2113 
introduces silver resolution, 130, 
311; international silver agree- 
ment, 148-151; text of silver reso- 
lution, 267-269 

Platt Amendment, 179, 181, 
185, 186; text of, 283-284 

Poland, defers payments on war debt, 
107, 108, 220; adheres to gold 
standard, 159; changes in gold re- 
serves, 160; economic condition of, 
170 

Polish Corridor, xiv, 42, 49 

Production, index of, for important 
countries, 170 

Public works, debated at London 
conference, 144 


183, 


Quezon, Manuel, opposes certain 
features of Philippine Independ- 
ence Act, 29 

Quota system for imports, 138, 151, 
191n 


Recognition policy of United States, 
182-183 

Reconstruction Finance Corporation, 
4, 13-14, 302; buys newly-mined 
gold, 206, 209; buys gold in 
world market, 210; extent of gold 
purchases, 213, 298; loan to fi- 
mance cotton exports to Russia, 
241, 300 

Recovery, progress of, in various 
countries, 168-171, 203-204 

Register, Des Moines (Iowa), 
quoted on passage of Philippine 
Independence Act, 28 

Rivera, Major Flandes G. R., 196n 

Robertson, Brigadier-General A. B., 
196n 

Roosevelt, Franklin Delano, Presi- 
dent of the United States, idea of 
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planned economy, xv, xvi, xvii; 
comparison of policies with those 
of President Hoover, xxiii; dis- 
cusses war debts and other prob- 
lems with President Hoover, 9-10; 
confers with British, French and 
Canadian representatives before 
inauguration, 12; efforts to meet 
financial crisis, 19; empowered to 
expand credit and currency under 
inflation amendment to Agricul- 
tural Adjustment Act, 73; dis- 
cusses economic problems with rep- 
resentatives of various govern- 
ments, 85 ff.; sends message to 
fifty-four nations on arms limita- 
tion and other problems, 94, 296; 
text of message, 274-276; accepts 
“token” payments on war debts, 
110; rejects gold-bloc appeal for 
monetary stabilization, 134; text 
of message, 269-271; confers with 
Latin American representatives on 
Cuban problem, 181; discusses 
American financial administration 
in Haiti, 188; defines non-inter- 
vention policy, 201; plans to pur- 
chase newly-mined gold, 205 ff., 
298; new silver-purchase plan, 
215, 299; invites Russia to send 
representative to discuss recogni- 
tion, 242, 300; text of correspond- 
ence, 290-291; announces resump- 
tion of diplomatic relations with 
Russia, 243; text of correspond- 
ence, 291-293 

Rosso, Augusto, Italian Ambassador 
to the United States, rr1-112 

Rumania, payment on war debt, 107, 
108; declares partial moratorium, 
221n 

Runciman, Walter, at London con- 
ference, 144 

Russia, signs non-aggression pact 
with France, 34; wheat agreement 
at London, 153; improved rela- 
tions of, with Western nations, 
240; invited to send representa- 
tive to United States to discuss rec- 
ognition, 242; resumes diplomatic 
relations with United States, 243; 
summary of post-war relations with 


United States, 288-289; trade with 
United States, 294; chronology of, 
300. See also Manchuria; Chinese 
Eastern Railway 


Saavedra Lamas, Carlos, 192 

Salvador, 242n, 304; debt agreement 
with United States, 188 

Sandino, General Augusto Cesar, 
186, 187n 

Sarraut, Albert, Premier of France, 
299 

Schacht, Hjalmar, President of 
Reichsbank, discusses private debts 
with German creditors, 114-117; 
announces reduction on payment 
of external debts and revision of 
moratorium, 222-223 

Schleicher, General Kurt von, 299; 
appointed Chancellor, 41 

Securities Act, 221-222, 257 

Silver, bill for free coinage in Con- 
gress, 72; Pittman resolution at 
World conference, 130, 148-151, 
311; text of resolution, 267-269; 
silver agreement between eight na- 
tions, 150-151; silver-purchase 
plan anounced by President Roose- 
velt, 215; chronology of, 298-299. 
See also Agricultural Adjustment 
Act (Inflation Amendment) 

Simon, Sir John, British Scretary of 
State for Foreign Affairs, on Brit- 
ish disarmament plan, 61; on Ger- 
many’s demand for equality, 227, 
228 

Smith, Alfred E., criticizes Adminis- 
tration’s monetary policy, 212 

Smuts, General Jan Christian, of 
South Africa, on war debts at Lon- 
don conference, 104 

Société Intercommunale Belge d'Elec- 
tricité, 264 

Soler, Dr. Juan José, Bolivian dele- 
gate at Washington, 32 

South Manchuria Railway, 239 

Sprague, O. M. W., 126, 128; re- 
signs aS economic adviser to the 
Treasury, 211 

Standard Statistics Company, index 
numbers, 123, 209n 
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Standstill agreement. See Germany, 
moratorium 
State Journal, Lincoln (Nebraska), 
quoted on Philippine Independ- 
ence Act, 28 
Stimson, Henry Lewis, xxi, 186, 193, 
300, 307, 309; at White House 
‘conference on war debts, 11; inter- 
cedes in Leticia dispute, 30 
Straits Settlements, 236 
Su, General Ping-Wen, interned by 
Soviet authorities, 34 
Sweden, 114m; economic conditions 
in, 170, 171 
Switzerland, 114n; monetary policy, 
120, 159; changes in gold reserves, 
160 


Tang, Yu-lin, Governor of Jehol, 36 

Tariff Commission, 24, 308 

Tariffs, Hawley-Smoot tariff, 6; 
quoted at Pan-American confer- 
ence, 197; demand in Congress for 
compensatory duties to offset de- 
preciated currencies, 23; tariff 
bargainings with Latin American 
countries, 190-191; discussed at 
London conference, 140; text of 
Secretary Hull’s resolution, 269; 
resolution adopted by Pan-Ameri- 
can conference, 198, 308; tariff 
truce, 88, 266-267; chronology of, 
in 1933, 308-309 

Temps, Le, quoted on four-power 
plan, 64; on United States de- 
parture from gold, 75; on Ameri- 
can monetary policy at London 
conference, 129 

Tennessee Valley Act, 258 

Terra, Gabriel, President of Uruguay, 
197 

Thomas, Elmer, Senator, introduces 
inflation amendment to Farm Re- 
lief Bill, 73; defends Administra- 
tion’s monetary policy, 212 

Times (London), on United States 
departure from gold, 75 

Treaty of Saint Germain, 48, 50 

Treaty of Versailles, 44, 46, 47, 48, 
49, 60, 94, 95, 96, 226, 232 

Twentieth Century Fund, 4 





Unemployment, in important coun- 
tries, 171; summary of unemploy- 
ment relief act, 259 

United States, evolution of policies 
from 1921 to 1931, x-xxiii; bank 
holidays, 5, 15 ff.; bank failures, 
13, 14; foreign policy during in- 
terregnum, 8 ff.; financial crisis 
and departure from gold, 66 ff.; 
suspension of gold payment, 19, 
68, 260-262; gold hoarding, 68- 
69; inflation amendment giving 
President powers to expand credit 
and currency adopted by Congress, 
73; repeal of gold-payment clause, 
80; foreign governments invited to 
discuss economic problems, 84; 
agrees to tariff truce during world 
conference, 89; arms embargo res- 
olution, 97-98, 279-280; negotia- 
tions concerning June debt pay- 
ments, 109-113; conflict between 
Administration’s national and in- 
ternational policies revealed at 
London conference, 121 ff.; up- 
turn in prices and business activity 
causes change in Administration's 
view on currency stabilization, 
123; wheat agreement at London, 
153; economic recovery in second 
quarter, 168-169; measures under 
recovery program, 164-168; sum- 
mary of measures, 258-259; low 
point of production, 170; policy 
toward Cuba, 172 ff.; trade with, 
285; efforts to improve relations 
with American republics, 190 ff.; 
adherence to Argentine anti-war 
pact, 199; proposed gold pur- 
chases to raise prices, 205; criti- 
cisms and defense of new mon- 
etary policy, 207 ff.; silver pur- 
chase plan, 215; government's 
position at arms conference after 
Germany's withdrawal, 230; re- 
sumes diplomatic relations with 
Russia, 243-245; trade with Rus- 
sia, 1910-1932, 294; decision to 
withdraw fleet from Pacific im- 
proves relations with Japan, 246; 
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changes in gold reserves, 262-263; 
government debt, 263; estimated 
volume of foreign trade, 272; 
trend of foreign trade, 273 


Vayo, J. Alvarez del, 196n 

Vincent, Stenio, President of Haiti, 
187, 306 

Volstead Act, 20 


Wallace, Henry Agard, Secretary of 
Agriculture, on plan to reduce 
farm acreage, 154n, 165; on sugar 
agreement with Cuba, 185 

War debts, xiii, xvii, xviii; exchange 
of messages between President 
Hoover and President-elect Roose- 
velt on, 9-10; White House con- 
ference on, 11; President-elect 
Roosevelt confers with British and 
French Ambassadors on, 12; dis- 
cussed at opening of World con- 
ference, 103; token payment of- 
fered by Great Britain, 106; seven 
of thirteen debtor nations make 
payment on June installment, 108; 
special British mission seeks re- 
vision, 218-219; five nations make 
token payments on December in- 
stallment, 220; chronology of in 
1933, 309-310 

Weimar Constitution, abolished, 300 

Welles, Sumner, appointed Ambas- 
sador to Cuba, 175; offers to medi- 
ate between Machado government 
and opposition, 176; continues 
mediation efforts, 177; establishes 
diplomatic contact with de Cés- 
pedes government, 179; refuses to 
deal with new revolutionary junta, 
181; leaves Cuba, 185 

Wheat, conference on, at Geneva and 
London, 152-153; agreement signed 
by twenty-two governments, 153, 
312 

Wheeler, Burton K., Senator, intro- 
duces bill for free coinage of 
silver, 72 

Wiggin, Albert H., 114n 

Wilson, Hugh R., United States Min- 
ister to Switzerland, 302, 307 


Wilson, Woodrow, ix, 201; princi- 
ples of his foreign policy, viii; 
international ideals, xiv, xv 

Woodin, William Hartman, Secre- 
tary of the Treasury, statement on 
gold standard, 69; denies reports 
of monetary stabilization, 128, 
311; obtains indefinite leave of ab- 
sence, 210; defends Administra- 
tion’s monetary policy, 211 

World Court, 31 

World Monetary and Economic 
Conference, report of Commission 
of Experts on plans for conference, 
7, 8, 87 ff., 154; exchange of mes- 
sages between President Hoover 
and President-elect Roosevelt on 
preparations for conference, 9; 
date fixed for conference at White 
House conversations with repre- 
sentatives of foreign governments, 
87; tariff truce agreed to for dura- 
tion of conference, 88-90; text of 
truce, 266; war debts discussed at 
opening of conference, 103; gold- 
standard countries oppose efforts 
to raise world prices by monetary 
action, 120, 121; statement of 
American policies, 128; gold- 
standard nations propose return to 
international gold standard, 132; 
text of declaration, 271; proposal 
rejected by President Roosevelt, 
134; text of message rejecting it, 
269-271; crisis in conference, 135- 
137; search for new agenda, 142; 
American attitude toward tariff 
measures, 139 ff.; resolution on 
trade restrictions presented by Sec- 
retary Hull, 140; text of resolu- 
tion, 269; vote on British proposal 
to keep conference in session, 143; 
recommendations of Subcommis- 
sion on Immediate Measures, 145- 
146; of Subcommission on Perma- 
nent Measures, 146 ff.; silver 
resolution introduced by Senator 
Pittman, 130, 148-151; text of, 
267-269; silver agreement between 
eight nations, 150-151; work of 
the economic commission, 151- 
152; discussions of wheat prob- 
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lems, 152-154; of shipping sub- 
sidies, 154-156; of indirect pro- 
tection, 156; of public works, 144; 
results achieved, 156; chronology 
of conference, 310-312 

World Trade, index of estimated vol- 
ume, 272 


Yen, Dr. W. W., Chinese delegate 
in Geneva, on resumption of diplo- 
matic relations with Russia, 35; on 
Chino-Japanese dispute, 39 

Young plan loan, 117, 221 

Yugoslavia, defers payment on war 
debt, 107, 108 








